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BRADBURY, WILKINSON & CO., LTD. 


—_1 35D 


DESIGNERS, ENGRAVERS & PRINTERS 
So 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 
and 
ALL DOCUMENTS OF SECURITY 
——iop—— 
PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY Besa 2 MOORGATE BUILDINGS, 
E.C. 2. 


TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALI, 8806-7-8 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 


CITY OFFICES : WORKS: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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MILLIONS IN PROFITABLE USE BY THRIFT INSTITUTIONS. 


Issued by the Midland Bank Limited, the Bank of Liverpool & Martins Limited, the District Bank 
Limited, Williams Deacon’s Bank Limited, the Yorkshire Penny Bank Limited, the Savings Bank 
of Glasgow, and by 7,000 other commercial and savings banks and building societies in Great Britain, 
Canada, the United States, and other countries. It appeals alike to children and adults. The bank 

holds the key and loans the Home Safe to clients. For Thrift—Propaganda—Expansion. 


AUTOMATIC RECORDING SAFE CO.,LTD. (°° Garpens ) LONDON, W.C.1. 
Home Safes—All Styles. Telegrams: ‘‘Natafe, Westcent, London.” 
































SECURITY PRINTING 


BANK AND CURRENCY NOTES, POSTAGE 
STAMPS, BONDS, SHARE WARRANTS AND 
CERTIFICATES, ETC. 


| 

i 

Thomas De La Rue & Co., Ltd., design, 

| engrave, and print every class of security 
document tor Governments, Banks, and 
leading Financial Houses, etc., throughout 
the world. Their work is of the highest 
quality, and their charges compare very 
favourably with those of other houses. 


INQUIRIES ARE INVITED 





1O BUNHILL ROW, 


TELEPHONE : 
LONDON, E.C.1 


CLERKENWELL 2064 


x 








THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-Up Capital - . . - £4,000,000 
Reserve Fund - - £3,810,000 


Reserve Liability of Proprictors under the Charter £4,000,000 
£11,810,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. san C. LIVINGSTONE-LEARMONTH, Esg., 


~4 grrr | RIGHT HON. Tae EARI, OF MIDLETON, K.P. 
KENNETH GOSCHEN, Eso. emia pat a : 

Cc. G. HAMILTON, Esq. JOHN SANDERSON, Esq. 

T. R. JOHNSON, Esq. ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 





THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Capital Subscribed and Paid Up - £1,840,000 
Reserve Fund’ - . ° ° -« £790,000 
Aggregate Assets 30/6/26 - - £16,789,590 


DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esq., O.B.E. 
FRANK N. YARWOOD, Esq. F.C.P.A. DUNCAN CARSON, Esa. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq., LL.D. 
GENERAL MANAGER: 
Cc. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 
A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 
JAMES TUKE, Esq. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. G. W. Orp, Manager, with 
151 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. Georce H. Howett, Manager, with 26: Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Dippin, Manager. 

LONDON OFFICE: 37 Threadneedle Street, E.C.2, Arruur F. Jenxins, Manager. 

The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere ,whereby it is able to carry out all requirements with promptitude and to best advantage. 
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THE UNION BANK OF AUSTRALIA 


Established 1837. LIMITED. Incorporated 1880. e 
eoteal ponent and ieoved, 8. pees “ a £10,500,000 Bs 
apita aid-up ose ‘ae ¢ 
Reserve Fund £3'300;900} tosether —£7.700,000 ie 
Reserve Liability of Proprietors ..  £7,000,000 @ 
DIRECTORS: ef 
HeNkRY P. SturGis, Esg., Chairman. ia 
HuGH D. FLOWER, Esq. S. R. LIVINGSTONE-LEARMONTH, FRED. G. PARBURY, EsQ. es 
on . 2sQ. 
‘ we a _ has Se BRIGADIER-GENERAL ARTHUR The Hon. EpMUND W. PARKER. 
ILLINGDON. MAXWELL, C.B., C.M.G., D.S.O, Sm WeEsTBY B. PERCEVAL, 
SIR MALCOLM Hose. ROBERT C. NESBITT, Esq. K.C.M.G. 
Head Office: 71 CORNHILL, LONDON, E.C.3. 
Manager—W. A. LAING. Assistant Manager—G.S.GoppEN. Secretary—F. H. MCINTYRE. 





Branches throughout seeaanene and New Zealand, viz. 
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»» QUEENSLAND ..... je exe des ne 18 
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Fa 196 a 
Drafts upon the Branches are issued by Head Office, and may be obtained from the Bank’s Agents throughout o 
England, Scotland & Ireland. : 
Commercial and Circular Travelling Credits issued available throughout the world. SS 
Telegraphic Remittances are also made. oi 
Bills on the Australian States and Dominion of New Zealand are purchased or sent for collection. iF 
Deposits are received at Head Office at rates of interest and for periods which may be ascertained on applicaticn. ra 
v 
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THE COMMERCIAL BANKING COMPANY OF 
SYDNEY LIMITED 


ESTABLISHED 1834 INCORPORATED IN NEW SOUTH WALES 


Capital paid-up .. ve £3,500,000 


In course of being paid-up to £4,000,000. 


Reserve Fund has 4 £3,000,000 
Reserve Capital .. 2 £3,500,000 


Head Office: 343 GEORGE STREET, SYDNEY 


General Manager - - - J. R. DRYHURST 


London Office: 18 BIRCHIN LANE, LOMBARD STREET, E.C.3 
Manager - + - - - - V. B. JONES 





245 ranches in New South Wales and Queensland. Agencies 
throughout Australia and New Zealand and all other parts of the world. 


Drafts payable on demand, and letters of credit are issued by the London Branch on the Head 
ce, Branches, and Agencies of the Bank. Bills on Australasia negotiated or collected. 


Remittances cabled and mailed. 








BANK OF NEW SOUTH WALES 


(ESTABLISHED 1817.) 
Paid-up Capital... snd Fs ‘ie ... £6,000,000 
Reserve Fund ... ... any . ae - 4750,000 
Reserve Liability 
of Proprietors... SS + ss 6,000,000 
16,750,000 


Head Office—SYDNEY, NEW SOUTH WALES. 
General Manager—OSCAR LINES. 
BRANCHES AND AGENCIES IN 
NEW SOUTH WALES (210); QUEENSLAND (54); VICTORIA 
(56); SOUTH AUSTRALIA (7); WESTERN AUSTRALIA (21); 
TASMANIA (3); NEW ZEALAND (72); FIJI (3); PAPUA (2); 


MANDATED TERRITORY OF NEW GUINEA (1); FEDERAL 
TERRITORY (1); LONDON (1) 


LONDON DIRECTORS: 


H. I. M. Tritton, Eso. Chairman. WALTER S. M. BurRNsS, Esq. 
J. S. CAMPBELL, Manager. A. lL. KENNEDY, Secretary. 
D. GEDDIE, Assistant Manager. G. S. KetT?r, Accountant. 


The London Office issues drafts on its Head Office (Sydney, N.S.W.) and Branches in all 

the Australian States, New Zealand, Fiji, Papua, and Mandated Territory of New Guinea. 

Makes Mail and Cable Transfers, Negotiates and Collects Bills of Exchange. Arranges 

Wool and other Produce Credits. Receives Deposits for fixed periods on terms which 

may be known on application; and conducts everydescription of Australasian Banking 
Business. 


London Office: 29 THREADNEEDLE STREET, E.C.2 




















THE 


NATIONAL BANK 


LIMITED 
Established 1835 


Head Offices : 
13-17 Old Broad St., London, E.C.2 


Capital Subscribed £7,500,000 
Capital Paid Up £1,500,000 


THE 


BANK OF ADELAIDE 


(Incorporated by Act of Parliament, 1865.) 
Authorised Capital, £2,000,000 
Subscribed Capital, £875,000 
Paid-up Capital... --- £875,000 
Reserve Fund ina ian 800,000 
£1,675,000 


















Reserve Liability of 






Shareholders —_ 875.000 Deposits, etc. £36,814,913 
£2,550,000 (at 31st Dec., 1926) 


Reserve Fund £1,355,000 


—w 


ENGLAND 
13 Old Broad Street, London, E.C.2, 
and 26 Metropolitan & Provincial Branches 


IRELAND 


34 College Green, Dublin, 
and 229 Branches & Sub-Offices throughout 
the Country 


a 


Head Office : ADELAIDE, SOUTH 
AUSTRALIA, 
Sydney Office: 279 GEORGE STREET. 
Melbourne Office: 267 COLLINS ST. 
Perth (W.A.) Office: 
ST. GEORGE’S TERRACE. 
Fremantle Office: HIGH STREET. 


Branches throughout South Australia. 
BILLS on Australasia purchased or_collected. 
DRAFTS and LETTERS of CREDIT issued; 
REMITTANCES cabled; and every other de- 
scription of Banking and Exchange _ business 
transacted. 


INQUIRIES REGARDING AUSTRALIAN TRADE INVITED. 
London Office : 


11 LEADENHALL ST., E.C.3 


A. BUTTERWORTH, Manager. } 














































Every description of Banking, Foreign Ex- 
change, Income Tax and Executor & Trustee 
Business Transacted 
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National Bank of New Zealand, Ltd. | 
Head Office: 8 MOORGATE, LONDON, E.C.2. =| 
= 88 Branches and Agencies throughout New Zealand. =| 
= Authorised and Subscribed Capital aad as £6,000,000 = 
= Paid-up Capital one oe £2,000,000 = 
* = Reserve Fund and Undivided Profits £2,173,043 
= £4,173,043 
The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 
rates which may be ascertained on application, and conducts every description of Banking 
Business connected with New Zealand. ARTHUR WILLIS, Manager. = 
SW iii (i ( UNNI INL IINUULUIVIUILUITTILUNLVEVOLIVVVLUUVURLUOIGEAIVUGOVVTOOVOOQUVERVLVOLVEUOUVLUOIWVELVOUGUUUOGVNUUORVVOUNVOSOIGOOOOONULUOSOUUEUUHUNBESOAUIVOSRCDOOOINETOUOUSELUS 400 mT | 
BANK OF NEW ZEALAND. 
Bankers to the New Zealand Government. 
Authorised Capital - ®6,154,98s 
CAPITAL SUBSCRIBED AND PAID UP. 
Four per cent. Guaranteed Stock ... . £529,388 
Preference ‘“‘A’’ Shares issued to the New Zealand Government ous ie 500.000 
Preference ‘‘B” Shares Do. ; -« 1,375,000 
Ordinary Shares ike sii an Pre par and Bre .. 3,750,000 
= £6,154 988 
Reserve Fund and Undivided Profits ... : 3.390,378 
£9.545,.366 
London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
’ Samoa. Remittances made by telegraphic transfer. ROBERT MILL, Manager. 
OW 62 be 
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PORTALS | 
PAPERS | HE latest Bar-Lock Typewriter 
— a (Model 17) is a fine product of 
Artistically produced, “PORTALS PAPERS” British capital,labour and materials, 
contains samples of fine papers, with Simplicity of adjustment, relia- 
examples of fine treatment. It will help bility, and lightness of touch make 
you to select for your business, paper | it an ideal machine for all work. 
which embodies all that’ is best Bar-Lock Typewriters are conse- 
in British papermaking. If you use, quently being increasingly installed 
‘ ——. or appreciate paper, this book | by Government Departments, 
€ will interest you. A request on your Banks, Insurance Companies, and 
business heading will ensure immediate the leading commercial houses. 
dispatch of your free copy. | 
(1925) 
| -LOC 
portats, rtp) BAR-LOCK Sit, 
92 F le et St reet | BASFORD, NOTTINGHAM 
London, E.C.4 London Agents: INSOLL & Co., 
\ Makers of Fine Papersince1719 | eset, eae 
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Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 

the American Banks to establish a branch outside: the United States. | 
Its London Office was opened in Lombard Street twenty-eight years ago. i} 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and affiliations and connections through- 
out the world. 
The Guaranty Trust Company is thus able to offer unrivalled international 


banking facilities to banks, financial houses and merchants engaged in 
foreign trade 




















The Management of any of the offices will be pleased to explain the Bank’s 
Services in detail or to discuss any individual banking and trading problems. 

















32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
LIVERPOOL PARIS BRUSSELS HAVRE 







NEW YORK ANTWrrr 






















































Paid-up Capital and Surplus $45,000,000 Total Assets $739,834 ,965. 
é 
Sa UNUM WN ETS 
= (Incorporated by Royal Charter, 1889) = 
= And under a Special Concession, Bankers to The Imperial Government of Persia. = 
Capital fully called up - £650,000 Reserve Account - - £470,000 
= (with power to increase to £ 4,000,000) 
= Reserve Liability of Proprietors under the Charter - - - -£1,000,000 
= LONDON BANKERS: 
= Messrs. GLYN, MILLS & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. I,LOYDS BANK LIMITED. 
= HEAD OFFICE: 
= 33/36 KING WILLIAM STREET, LONDON, E.C.4 
= CHIEF OFFICE: 
= TEHERAN, PERSIA. 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 
BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA, KIRKUK. BomBAY. 
t 
= + 





"THE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 










Correspondents in all important places abroad. 
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BANKING sors HOME ano OVERSEAS 


TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN 


NATIONAL PROVINCIAL BANK 


LIMITED 


HEAD OFFICE: 
15 BI a” LONDON, 1180 OFFICES AGENTS EVERYWHERE 











THE 


BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 





CAPITAL £1,250,000 _ RESERVE FUNDS £1,950,000 





Governor: THE RIGHT HON. THE EARL OF ROSEBERY AND MIDLOTHIAN, K.G., K.T. 
Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE - EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 


Over 190 Branches throughout Scotland. 


London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 





AFFILIATED TO BARCLAYS BANK, LIMITED. 











COMMERCIAL BANK OF SCOTLAND LTD. 





Head Office ESTABLISHED 1810. EDINBURGH. 
General Manager - - - ALEX. ROBB. Secretary - - MAGNUS IRVINE. 
Capital Subscribed - - £5,500,000 Reserve Fund . - £1,850,000 
Capital paid up - - - £1,750,000 Deposits (1st Nov., 1926) - £33,180,000 
Losses City Offic - 62 LOMBARD STREET, E.C.3. 
NDREW W. RUSSEL * “Manager. upon M. ERSKINE, Asststant Manager. 
Kingsway Branch - PERIAL HOUSE, KINGSWAY, W.C.2. 
JAMES" oO. DAVIDSON, Manager. 
Glasgow Chief Office + . - 113 & 115 BUCHANAN STREET. 
ANDREW SCOTT, Manager. WILLIAM COCHRANE; Assistant Manager. 


Princes Street, Edinburgh, Branch, 118 Princes Street. James Thomson, Agent. 


The Bank has 315 Branches and Sub-Branches throughout Scotland. 


General Banking and every description of Foreign Exchange business transacted, and Agency business for 
P 


oreign and Colonial Banks undertaken. 


The Bank is prepared to undertake the duties of Executor or Trustee under wills and settlements, and to act as 





Trustee for Debenture Holders, and for Public Bodies and Institutions. 

















YOKOHAMA SPECIE BANK, LIMITED. 





ESTABLISHED 1880. (Registered in Japan.) 
Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - Yen 92,500,000 





Head Office: YOKOHAMA. 


BRANCHES and AGENCcrgs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewliere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 

















































BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 





Capital - - = 100.000.000$000 
Reserves - - = 131.456.715$571 
Paper- Currency 

Redemption Fund 324.892.896$526 


Last Dividend 20% 





Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 





All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 
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THE 
FIRST NATIONAL BANK 
OF BOSTON 


BOSTON, MASS., U.S.A.: 
67 Milk Street, 
BUENOS AYRES: HAVANA: 
$9 Florida. Pedro Gomez Mena Bldg. 













One of the largest and strongest 
Banks in America. Capital and 
Surplus : $40,000,000. 











Special Representative: 
24, OLD BROAD STREET, LONDON. 














British & Hungarian Bank, Ltd. 
BUDAPEST. 
(The respective figuresfor 1925 are quoted in parentheses) 
According to balance sheet drawn up as 
per December 31st 1826: Gross profits: 
46 million Peng6é; net profits: 928,220 
Peng6é _ (638,210 Pengé). Hereof, 12% 
(8%) dividend, i.e. 6 Peng6 per share. 


Deposits including current accounts, 57°5 
million Peng6é (39°1 million Pengé); Cash 
in hand, 5°6 million Pengé (3°3 million 
Peng6); Bills, 20°9 million Peng6 (11°9 mil- 
lion Peng6); Bills discounted, 100°2 million 
Peng6 (61°7 million Peng6é), Advances on 
Stocks and Securities, 3°5 million Pengé 
(1 3 million Peng6é); Debtors, 27:2 million 
Peng6é (21°2 million Pengé). Total of 
balance, 71°3 million Peng6é (53°1 million 
Peng6). 
In spite of Stock Exchange quotations having gone 
up most considerably, the Stocks and Securities we 
hold (being participations of constant character) are 
included in balance at the same prices as in the open- 
ing standard balance-sheet of Janvary Ist, 1925. 
The valuable real estate property (buildings) has also 
been included at an unchanged value, though great 
rises have occurred respectively. Thereby, the secret 
reserves have considerably increased. 
The increase of capital (as resolved the end of Jan- 
uary) has been successfully carried through since, 
whereby the own resources of the Bank were raised 
—_———_ 
to 21 million Pengé (= £758,000). 
ae 
The Board resolved to take up the bond and mort- 
gage bond issuing business. 











BACK NUMBERS 


THE BANKER 


Owing to the stock being practically 
sold out in certain months, difficulty 
has been experienced by readers in 
obtaining copies. The publisher will 
be grateful if readers requiring copies 
would communicate with him at 


9 East HARDING STREET, LONDON, E.C.4. 











THE BANK OFFICERS’ GUILD. 


(The National Association of Bank Employees of England and Wales.) 
The Guild is a protective association which aims at the betterment 
of the status of the Bank Clerk and co-operation with the Directorates. 


It desires Banking to be raised to the dignity of a profession, and 
is doing a great work to increase the educational standard of the employee. 


For full particulars and explanatory literature apply to :— 
THE GENERAL SECRETARY, 


BANK OFFICERS’ GUILD, 


28 OLD QUEEN STREET, 
WESTMINSTER, S.W.1. 
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CHUBB 


MEANS 


SAFE 


CHUBB & SON’S LOCK & SAFE CO., LTD. 


128, QUEEN VICTORIA STREET, LONDON, E.C.4. 


Telegrams: “CHUBB, LONDON.” Telephone: City 1626 (two lines). 


THE POLISH HANDBOOK 









A Guide to the Country and Resources of the Republic of Poland 
10/6 post Free 


Order from : THE Ep1Tor, THE PoLIsH HANDBOOK, 47a PORTLAND PLACE, LONDON, W.1 








STATE BANK 
OF THE U.S.S.R. 


Created by Decree of the Soviet Government of 
12th October, 1921. 


Chervonetz 
Capital .. a oe oe wa 10,000,000 
Bank Note Issue on December 16, 1926 89,056,202 


Issue Dept.’s Gold 

and Platinum Reserve do. 19,479,541 

Issue Dept.’s Foreign 

Currency Reserve do. 6,058,771 

N.B.—1 Chervonetz contains 119.4826 grains of pure 
gold and equals £1 Is. 1?d. or $5.14}. 
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An Important Proposal 


N last month’sissueof THE BANKER, 
| Mr. W. W. Paine, a director of 

Lloyds Bank, referred to the ab- 
sence in this country of any adequate 
organization for the development, in 
their earlier stages, of new enterprises, 
processes, and inventions. He de- 
scribed this state of affairs as a weak 
spot in our financial system, and his 
article brings into renewed promin- 
ence a question which has been the 
subject of discussion in banking circles 
for many years. The problem came 
to the front, at times, before the war, 
but it aroused less interest then, 
because in those days supplies of 
capital were more plentiful and trad- 
ing conditions generally were much 
more healthy, with the consequence 
that sound propositions experienced 
less difficulty in attracting funds. 
Nevertheless, even before 1914, com- 
plaints arose in regard to the alleged 
inadequacy of the assistance afforded 
by the banks to industry. Attention 
was directed to the German and 
certain other Continental banks, many 
of which fostered and financed pro- 
mising inventions and enterprises, 
closely identified themselves with 
particular industries, acquired large 
share interests in the concerns assisted, 
appointed nominees to the Board, 
and, when the business had been 
brought to a ripe stage, disposed of 
their securities by sale to the invest- 
ing public. The Continental banks, 
however, were able to undertake this 
class of business, because their or- 
ganization was specially fitted for it. 
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They often had larger capitals and 
generally controlled longer term funds 
than did the English banks, with the 
result that they were able to under- 
take many classes of business which 
in this country fall within the 
province, not of the banks, but of 
specialized finance houses. Mr. Paine 
pointed out that the German methods, 
as practised before the war, would be 
quite unsuited to the banks in this 
country, and incidentally it may be 
mentioned that events in Europe 
during the last few years have made 
many Continental banks, to say 
nothing of their depositors, wish that 
the relations between banking and 
industry had not been quite so close. 

Although, however, the banking 
failures on the Continent since the 
war have emphasized the dangers 
inherent in too close an identification 
of interests between industrialists and 
the banks, it has been pointed out that 
the post-war period has been very 
abnormal and that the Continental 
system, in spite of the dangerous 
possibilities, is not necessarily un- 
sound, if administered with prudence 
and competence by institutions in 
possession of adequate long-term re- 
sources for the purpose. The danger 
of financing long-term propositions 
with short-term funds is clearly 
recognized, and there has been con- 
siderable support for the view that 
the benefits of the Continental system, 
without its disadvantages, could be 
obtained in this country, if suitable 
financial institutions were formed for 
the purpose. The question was dis- 
cussed at some length by the com- 
mittee on Financial Facilities. This 
committee was appointed in Novem- 
ber 1917, and the report was issued 
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in November 1918. They stated that 
in their opinion institutions were 
necessary to provide additional assist- 
ance for trade and industry by de- 
veloping similar facilities to those 
which have been provided by the 
German banks. In this connection, 
they referred to the British Trade 
Corporation, which was formed as a 
result of the deliberations of a com- 
mittee appointed by the Board of 
Trade to investigate the question of 
financial facilities for trade. The 
latter committee laid down the func- 
tions of the Corporation and stated, 
inter alia, that it should endeavour 
not to interfere in any business for 
which existing banks and finance 
houses provided facilities, but should 
invite other banks to submit to it 
new transactions which, owing to 
length of time, magnitude or other 
reasons, they were not prepared to 
undertake alone. Further, it should, 
where desirable, co-operate with the 
merchant and manufacturer and pos- 
sibly accept risks upon joint account, 
while, in addition, it was to become a 
centre for syndicate operations. For 
various reasons, the British Trade 
Corporation did not meet with the 
success expected, nor did the business 
develop on the lines originally con- 
templated, and the recent amal- 
gamation of the Corporation with 
the Anglo-Austrian Bank is, in part, 
a reflection of these facts. It 
has, therefore, been argued in some 
quarters that the experience of the 
British Trade Corporation suggests 
that there is not a sufficient demand 
in this country for the services of 
finance houses formed to undertake 
solely the particular type of business 
under discussion, and that such 
houses are not likely to achieve 
success unless they could consider- 
ably widen their activities. 

It must be admitted that while an 
institution such as suggested by Mr. 
Paine may offer very useful facilities, 
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the proposal involves many difficulties 
of one kind and another, as Mr. Paine 
clearly recognizes. It is not always 
easy to generalize, because circum- 
stances vary considerably in different 
cases, but it is frequently found that 
those who are loudest in their com- 
plaints of inability to raise adequate 
finance are those least entitled to 
expect it. There is no dearth of people 
willing to embark upon all manner of 
schemes, in the hope of reaping rich 
rewards, provided they risk only other 
people’s money. Nearly every new 
enterprise, process, or invention must, 
for a long time, be largely a specula- 
tive venture. Considerable expendi- 
ture is usually involved before it can 
be brought to a stage where ultimate 
success may be reasonably expected. 
Even then, in many cases, an appre- 
ciable element of risk and uncertainty 
must remain, and if an organization 
is to finance business of this kind, it 
would have to charge very heavy and 
perhaps prohibitive rates by way of 
insurance against risk. Further, the 
necessity for such an organization to 
have a very large capital, as well as a 
thoroughly capable and_ efficient 
management, and to command the 
services of highly-trained experts in 
various departments of commerce, 
would not tend to lighten its charges. 
In a general way, finance can usually 
be arranged, by some means or 
another, for most reasonably sound 
propositions. The banks assist a great 
deal in the provision of short-term 
facilities, and if longer term funds are 
required, money can often be raised 
through the medium of insurance 
companies, building societies, finance 
houses, merchant bankers, investment 
trust companies, the admission of 
fresh partners, and by other means. 
If all these sources fail the suggestion 
is, prima facie—though in practice 
there may be exceptions—that the 
would-be borrower has obtained all 
the credit to which he is entitled, and 
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in practice a new finance organization 
of the type suggested would find that 
much of the business submitted to it 
would be of an undesirable character. 
In the matter of new inventions 
and processes, the industries chiefly 
concerned are usually best able to 
judge as to the commercial prospects 
of any particular discovery, and if a 
sufficiently favourable view is taken 
of it, those industries will often 
provide the finance required for de- 
velopment purposes. Such a position, 
however, may not be satisfactory to 
the inventor, who may prefer to 
develop his idea without the assistance 
of the industries particularly affected. 
If offered in its early stages he may 
receive less favourable terms, and un- 
less he can obtain sufficient finance in 
this country prior to marketing his 
invention, he may be induced to seek 
assistance abroad and develop his idea 
there. It is also stated that even when 
tradersand inventorsare able to arrange 
long-term finance, the sources of it 
are, in some cases, unsatisfactory, and 
the terms unduly onerous. Attention 
is drawn to the number of enterprising 
men who, by dint of hard work, 
courage, and enterprise, build up good 
businesses, the expansion of which is 
definitely restricted by an inability to 
command increased capital resources. 
The trader may have borrowed from 
his bankers as much as they are pre- 
pared to allow; he may have pledged 
all his available assets; he may have 
utilized his savings and profits to the 
utmost; his order books may be full 
and expanding, and yet his business 
may be too small at the moment to 
make possible a successful appeal to 
the public; he may have applied to 
every reliable source available and 
still find that he has to curtail his 
activities for want of funds. In these 
circumstances he may be induced to 
seek assistance from unsatisfactory 
quarters on unsatisfactory terms, but 
to such borrowers an institution of the 
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kind suggested by Mr. Paine might be 
invaluable. If such an institution, 
after a thorough investigation, — 
fully satisfied as to the prospects, i 
could provide further funds and tha 
the growth of the business until such 
time as the activities and earning 
capacity were on a scale sufficient to 
interest the investing public. It could 
also sponsor, even in their preliminary 
stages, any promising propositions for 
which finance could not be arranged 
elsewhere, and so help to bring to 
fruition business which might other- 
wise never see the light. The trader 
would have little hesitation in seeking 
assistance from such an institution, 
for he could rely upon its high standing 
and resources and the reputation of 
the parties in control. Further, as 
Mr. Paine mentions, an institution of 
this kind would gradually come to be 
recognized as a most suitable medium 
for this class of business, while 
another important advantage would 
be that prospectuses issued under its 
auspices would convey some measure 
of assurance to the public as to the 
bona-fides of the offer and, therefore, 
would be more likely to meet with a 
satisfactory response. 

Such an institution would take a 
high conception, not only of its duties 
to the business it was sponsoring, but 
also of its responsibility to the public. 
It would not be guided solely by con- 
siderations of profit, but would pay 
great attention to the establishment 
of its goodwill with investors generally. 
It would act as a wholesome check 
upon any tendencies to secure from 
the public an unreasonably high price 
for the shares offered, and though it 
could only exercise a direct influence 
upon the business submitted to its 
care, it should help to diminish the 
risk of genuine propositions in honest 
hands from being exploited by 
unscrupulous intermediaries at the 
expense of the public. No doubt such 
cases of exploitation are very few and 
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far between, compared with the large 
number of prospectuses which are 
constantly appearing under the most 
trustworthy auspices. Nevertheless, 
they are sufficient to create a sense of 
distrust and dissatisfaction in the 
public mind, and though an organiza- 
tion of the type suggested would be as 
powerless as the existing issuing 
houses of high standing are at present 
to prevent the issue through other 
channels of undesirable prospectuses, 
it should tend to reduce the number. 

It has been suggested that the large 
English banks might combine to form 
a separate and independent institution 
of this kind. There would, however, 
be many difficulties in such an 
arrangement. It would, in effect, 
involve the disclosure to all the 
participating banks of the affairs of 
the borrower, while if, in practice, the 
organization obtained a wide measure 
of control over a large number of 
activities, the public—already sensi- 
tive to the idea of a money trust— 
might complain that the power of the 
banks over industry was getting 
greater and greater, and that the 
alleged money trust was being in- 
tensified. Further, if the banks were 
owners of the suggested financial 
institution, they would, in practice, 
have to identify themselves closely 
with its activities, and though their 
liability might nominally be limited 
to the amount of their shareholding, 
they would, if and when necessary, 
probably have to support their sub- 
sidiary to a much wider extent. In 
these circumstances many of the 
objections against the banks being 
too closely identified with industry 
might be validly applied, even if the 
identification existed through the 
medium of a subsidiary organization, 
and, therefore, it would seem that any 
such institution would have advan- 
tages if it were entirely independent 
of the banks. 

On the other hand, if the banks 


were to lend their co-operation, it 
would greatly improve the prospects 
of the proposed institution and in- 
crease the confidence felt in it. The 
banks already exercise some restrain- 
ing influence upon the issue of un- 
satisfactory prospectuses, because, 
before they allow their name to appear 
as bankers for an issue, they endeavour 
to satisfy themselves as to the re- 
spectability of the directors and the 
bona-fides of the offer. Usually, 
however, their knowledge of the pro- 
position is much less complete than 
that which would be acquired by an 
institution of the type under discus- 
sion. Indirectly, therefore, such an 
institution would help to safeguard 
the interests of the banks and reduce 
the risk of their name appearing on 
prospectuses which ultimately proved 
to be very unsatisfactory propositions, 
so that; in spite of the difficulties, the 
banks might be well advised to con- 
sider the possibility of co-operating in 
the formation of an institution of the 
type suggested. 

Unfortunately, it is not possible to 
say definitely whether the volume of 
business available for such an insti- 
tution is sufficient to justify its 
formation. On this point opinions 
appear to differ, but Mr. Paine’s 
emphatic view as to the advantages 
which would arise from such an 
institution—an opinion based upon 
a long and valuable experience— 
certainly emphasizes that the ques- 
tion is worthy of a very complete 
investigation. 

The Education of Bank 


Officials. 


N the last, four .numbers of the 
| “Journal of the Institute of 
Bankers”’ there will be found 
extracts from the reports of the exami- 
ners in various subjects included in the 
Associate Examination of the Institute. 
The reports referred to make interest- 
ing, if at times rather painful, reading. 
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They merit the most serious attention 
on the part of educational authorities, 
as well as on the part of the Institute 
ot Bankers and the management of 
the banks. For bank officials are 
recruited from the broad middle 
classes of our population; a section 
of the nation not lacking in vigour 
of mind and body, capable of giving 
its sons and daughters a fair start in 
life, free from the harassing effects of 
hardship at too early an age, and free 
also of the corrupting influences of 
too easy a start. It is notorious also 
that the conditions of employment in 
the banking industry have greatly 
improved, and, consequently, it is 
to be expected that a superior class 
of entrant should be secured on that 
ground alone. It must further be 
borne in mind that a not inconsider- 
able pecuniary award attaches to 
success in these examinations, and 
that promotion, in part, at any rate, 
turns upon success in these educa- 
tional tests. All the chances of the 
situation would lead to the conclusion 
that the bulk of the candidates would 
find no insuperable difficulty in attain- 
ing the standard of competence re- 
quired of them. If they do not, the 
question at once arises, whose fault is 
it that they do not ? Is the standard 
of the examinations insuperably high ; 
is the method by which the candidates 
are prepared the wrong one; or is it 
really the fact that the average bank 
clerk is really uninterested, and only 
sits for the examination because he 
is “expected” to do so? Or, finally, 
is it simply the case that our secondary 
and public schools cannot, or do not, 
give a sufficient grounding on which 
to build up a superstructure of tech- 
nical knowledge in more mature 
years ? 

It is, perhaps, sufficient to remark 
that the examiners in English and in 
geography—two school subjects—are 
appreciably more optimistic in their 
reports than the examiners in econo- 
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mics and foreign exchange, which are 
not school subjects. The report of 
the examiner on the last-named 
subject reveals, to be frank, a most 
depressing state of affairs. On part 1 
he remarks that “it soon becomes 
obvious that the knowledge of a 
very considerable proportion of the 
candidates is extremely superficial, 
and that the answers are marked by 
an almost complete absence of origin- 
ality of thought.’’ Both in the case 
of the part 1 and the part 2 examina- 
tion on the subject, pointed attention 
is drawn to the effects of “correspon- 
dence coaching.” In reply to the 
questions which deal with matters 
which have apparently been dealt 
with by the coach, the candidates 
give a stereotyped answer in a large 
number of cases, while matters which 
require an answer based upon the 
application of the principles of this 
subject, are for the most part badly 
done. On part 2: “There is evidence, 
too, that many men, attracted doubt- 
less by the large monetary rewards 
now offered by the banks to members 
of their staff who pass, are adopting 
the line of least resistance and are 
placing their faith in correspondence 
teaching. Far too many apparently 
find it easier and pleasanter to adopt 
the conclusions of other people as 
set forth in the notes they receive, 
since one reads time after time mere 
catchwords and stock phrases which 
candidates have been at some trouble 
to acquire.” 

The problem of tuition is not an 
easy one, if the circumstances of 
many of the candidates are taken 
into account, scattered as they are 
over so wide an extent of territory. 
But is it not possible to do something 
by altering the character of the 
examination ? So long as stereotyped 
questions are set, it is possible to give 
stereotyped answers, and so long as 
it is possible to give such answers, 
it is almost inevitable that the 
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crammer will reap his annual harvest. 
It is, therefore, all the easier to wel- 
come the new arrangements proposed 
by the Council of the Institute and 
announced in the March issue of the 
‘“ Journal.’’ In virtue of these new 
arrangements, “any teaching body 
in London or in any town in England 
or Wales which is prepared to hold 
classes in preparation for all the 
obligatory subjects of part 1 of the 
Associate examination may, if ap- 
proved by the Council of the Insti- 
tute, hold examinations at the end of 
the course under the conditions which 
follow, and successful candidates in 
these examinations will be granted 
exemption from certain subjects of 
part 1 of the Associate examination.” 
But since Foreign Exchange and the 
Practice and Law of Banking are 
excluded from the scope of the scheme, 
it is only too probable that its success 
will be minimized; for if candidates 
are virtually to be left to fend for 
themselves, so far as these subjects 
are concerned, they will hardly alter 
their ways as regards the “exempted 
subjects.”” Still, as a sign that the 
Council is aware of the extremely 
unsatisfactory state into which the 
educational facilities for younger bank 
officials have been allowed to drift, 
the new scheme is most heartily to 
be welcomed. 

In the final analysis, however, the 
solution lies neither in altering the 
examination nor the methods by 
which the examination is prepared 
for. The final solution lies in altering 
the attitude of the candidate. The 
day-to-day work of a branch bank is 
not very enlivening, though it is often 
extremely tiring and exhausting. The 
real object of the examinations of 
the Institute ought to be to provide 
just that element of direction without 
which reading and study tend to be 
desultory, but the mere passing of 
the examination is not the end, but 
the means to an end. That end is to 
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enable the members of an industry, 
in which there is necessarily slow 
promotion and much semi-mechanical 
work, to realize the vital problems, 
the living issues, the complex and 
subtle questions which are raised 
by the nature and working of a 
banking system in a society like our 


own. 
Mr. Walter Leaf 


N. Mr. Leaf English banking has 
lost something more than a merely 
typical figure. In spite of amal- 

gamation and fusion and expansion, 
he stood, at the end of his career, for 
exactly that dignity that was asso- 
ciated with the old order of private 
banking. Intensely individualistic, 
his bank had never absorbed and 
specialized him. In the eyes of our 
generation, his achievements. verge 
on the fantastic. To have been one 
of the best scholars of the seventies, 
and the director of City companies 
of the eighties, president of the 
Alpine Club, at the same time mem- 
ber of the L.C.C., and to finish up as 
chairman of one of the Big Five—all 
this plus erudition of the greatest 
profundity in one of the most abstrus- 
classical subjects during forty years— 
is more than the average share of 
human activity. The keen eye and 
bearded face belonged to a generation 
to which we, alas! look back with 
respect. We come later, but are we 
farther on ? 

Although Mr. Leaf was a “ Joint 
Stock” banker, his qualities were 
rather those we associate with the 
great figures of the old private bank- 
ing—Grote, Regers, Hudson Gurney, 
Inglis Palgrave. It was possible to 
know the chairman of the Westmin- 
ster Bank, a great figure, in business, 
and then in utterly different walks of 
life; in the books of Mr. Gilbert 
Murray, for instance, to find continual 
references: ‘‘Leaf says...’ and 
“but Leaf shows Slowly one 
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realizes that the chairman of the 
bank and the scholar of the Troiad 
are one and the same person. 

It would be weak adulation to say 
that Mr. Leaf was a great practical 
banker. He was a man of great 
parts, of wide knowledge, of remark- 
able wit and pleasantry, and of 
perfect rectitude of principle. If at 
the beginning of his career as chair- 
man of a great bank his zeal and 
anxious responsibility led him into 
assuming duties which properly be- 
longed to the general management, it 
is greatly to his credit that he changed 
his course, and with signal prudence 
afterwards confined his energy to the 
direction of policy. If he was no 
practical banker, he was _ perfectly 
well versed in the principles of the 
industry, and he brought a fresh 
uind and peculiarly useful gifts to 
the Council of his bank. And it is 
much to the honour both of him and 
of that Council that his reason, his 
principles, his inviolable probity, and 
his public duty raised him to the 
chief direction of the affairs of the 
Westminster Bank. 

It is idle to predict which of his 
activities will have the most lasting 
fame. But it is possible that the most 
useful work in which he took part 
was the founding of the International 
Chamber of Commerce. In this he 
showed his progressive and construc- 
tive mind. How little was he buried 
in the Victorian past, in which his 
roots were firmly set. His last work 
was his volume on Banking, in the 
Home University Library. Perhaps 
when he had finished it he felt a 
little like the character Teiresias, in 
his colleague’s translation of the 
‘‘Bacche,”’ in a sense a trustee of : 

“That heritage sublime 

Our sires have left us, wisdom old as 
time, 

No word of man, how deep soe’er his 


thought, 
And won of subtlest toil, may bring to 


naught !”’ 
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Cheques 


R. BENJAMIN STRONG, 
M Governor of the Federal 

Reserve Bank of New York, 
has sent a letter to all banks and trust 
companies in the Second Federal 
Reserve System, urging the adoption 
of the recommendations for standard- 
izing the size of bank cheques, formu- 
lated by the United States Department 
of Commerce. Mr. Strong observes 
that the standard form will eliminate 
much waste; saves considerable sums 
by reducing clerical personnel; saves 
paper by cutting from standard stock 
without waste; saves much time 
in filing and handling while being 
checked, and eliminates waste filing 
space through uniformity in size. The 
sizes recommended are as follows: 
Bank drafts, certificates of deposit, 
cashiers’ cheques, special or individual 
cheques, customers’ drafts, notes, 
trade acceptances, voucher cheques, 
collateral notes, special notes, when 
folded and other similar instruments, 
32 in. by 83in. Deposit slips, 3% in. 
by 6fin., or multiples of 6 in. 
Customers’ cheques, counter cheques, 
3%; in. by 8}1n. Pocket cheques, 
2? in. by 6} in. 

The adoption of a standard size of 
bank cheques is a much-needed reform 
which can be effected without diffi- 
culty, and must reduce some of the 
administrative costs of British banks. 
The advantages it would confer on 
Clearing House administration are so 
obvious that one wonders why it has 
not been effected long since. Now 
that this reform has been proposed by 
a banker of such eminence and 
capacity as Mr. Strong, we trust 
that British bankers will adopt a 
suggestion as excellent as it is practical. 





Mr. Charles Hambro and Mr. John 


Hugh Smith have been appointed 
managing directors of Hambro’s Bank 


Limited. 
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The Resumption of the Trade Bill 
By Henry Bell 


Director of Lloyds Bank 


WAS asked lateiy, before speaking to a Leeds 
banking audience, to say something upon the ability 
of the banks to meet possible increased trade mone- 
tary requirements. The subject is no new one, and has 
been raised a good many times in my experience during 
the last fifty years. So far, I think it may be said, there 
has never been a shortage of banking accommodation for 
legitimate trade—on the contrary there has occasionally 
been a little excess lending, notably in the “ boom ”’ 
after the war. To finance, for instance, the purchase of 
comparatively old shipping at {£40-{50 per ton, and 
sometimes more, on the ground of temporary high freight 
earnings, was dangerous and, as might have been known, 
sure to result in considerable loss. But the question in 
present conditions did seem to me to be more instant than 
ever before. The economic effects of the greatest war 
the world has ever known have complicated the position. 
Banks are not the soulless institutions they are sometimes 
supposed to be, and have had, and continue to have, a 
sympathetic feeling for those of their customers who, by 
reason of falling upon bad times, cannot for the time 
being repay obligations long overdue. The cotton mills 
of Lancashire, for example, have been “ carried ”’ by the 
banks, notably their local banking institutions, in the 
most generous way, in hopes of the good times coming, 
and all the banks, to speak quite frankly, have a good 
many customers whose affairs are, for the time, at least, 
unprosperous and to whom they must extend patience 
and forbearance. Collieries, seriously menaced by a 
strike of singular folly and of long duration, may well be 
in debt to their bankers and yet ask for more money and 
more time to enable work to be resumed. Such are the 
results of slogans, and it is amazing that anyone can 
suppose that from such events as these wages can be 
improved or even maintained. 

Thus, then, the question as to the banks’ ability to 
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meet possible increased trade monetary requirements, 
has an urgency in these days which it has never had 
before. I believe the banks can meet such requirements 
for sound trade—all I have said is to point out that old 
loans plus new requirements is a new position and is 
disadvantageous. 

For many years bank loans to customers in proportion 
to current and deposit accounts have not often exceeded 
50 per cent., and even that figure was considered high 
enough. Today the percentage is approaching 55 per 
cent., not a dangerous percentage, but a liberal one. 

It was with these things in mind that I raised the 
question of the renewed use of the Trade Bill. All old 
bankers well remember the great volume of these excellent 
pieces of paper. It is true that they had their weak 
spots if they were not what they were represented to be. 
The kite occasionally entered the dovecot, but it was the 
business of the banker to detect him. Not any bill, 
therefore, but the legitimate Trade Bill was in my mind 
as a requirement of the times. 

But just how, it has been asked, is this extended use 
of the bill to help banks to help traders. If the banks 
discount bills or give loans, surely, it is said, their accom- 
modation is the same and all that happens is that certain 
assets are altered in character. That, indeed, is true, 
although the statement overlooks the fact that a bettered 
change of assets may be a good thing. For instance, the 
overdraft is not precisely dated as is the bill nor is it a 
tangible, negotiable, transferable obligation which the 
bill is. It is true that the larger banks never rediscount 
their portfolio, but this may not be the case with smaller 
though entirely strong banks and bankers. But I had 
not in mind anything of the kind put in the question 
above, for though many of such new trade bills would 
come directly into the hands of bankers, with their 
advantages of a definite due date and (if required) 
transferability, it was the bill market that I had designed 
as the home of much, though not all, of the new trade 
paper. But, it was. further questioned, does not that 
only mean that the market comes, in turn, to the banks 
for the funds from which the bills are bought from the 
trader. The answer is twofold. In the first place, the 
market by no means derives its funds from banks alone. 
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It actively competes for deposits and succeeds in a con- 
siderable measure, and it has the inestimable resource 
of the Bank of England, at a price and for approved 
paper when it is needed. 

But what is overlooked, particularly, in the objection 
is that even when the funds, or a large part of them, needed 
for the discounting of bills, are obtained by the bill 
market from the banks, such funds are borrowed from 
week to week, and that the lending banks can recover 
their lendings in so short a time. Thus, it may well be 
that Bank A can comfortably lend for one or two or more 
weeks, and then require to be repaid. Bank B or C or D 
having spare funds may be glad to take the place of Bank 
A, and this, of course, is the daily common practice of 
the money market, who bear away their securities from 
bank to bank as one bank may be “ drawing money off 
the market,’’ while another, or others are able to lend. 
Shortly, the bill is a safe, mobile transferable instrument, 
and its rehabilitation in these times would be, in my 
judgment, an assistance to traders, the banks, the money 
market, and the country. 

There are two interesting repercussions upon which I 
can only write briefly and with which the purpose of my 
suggestion is not primarily concerned. Let it be always 
remembered that the matter we are exploring is the 
ability of the banks to finance further and, possibly, 
considerable trade requirements.. The first of the two 
is the cost to the trader of the bill as compared with that 
of the overdraft. It may be more, it may be less. The 
bill market cannot be accused of over-charging its cus- 
tomers. So short has been the supply of bank and trade 
paper that rates have been cut, as I think, too low. I 
think it would welcome more bills, and its competition 
is too keen to result in other than “cut” rates. But if 
the cost of the bill as contrasted with that of the bank 
overdraft were higher, it could only be fractionally, and 
if accommodation is required, and this is the only way to 
get it, the fraction will not hurt. Work out the difference 
of an additional } per cent. or even } per cent. for £1,000 
for three months. Is it not six shillings and three pence 
in the one case and twelve shillings and sixpence in the 
other plus the bill stamp. The second repercussion is 
the possible effect upon the Treasury Bill tender rates 
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owing to an inflow of trade paper. It is hard to suppose 
that this would be noticeable—at least, other than 
gradually. 

I was surprised to be asked by a banking friend if I 
had in my mind the giving of an acceptance of a bill 
drawn by a trader upon his banker, in lieu of an over- 
draft. It is needless to say that no such thing was 
contemplated. The acceptance of bills by joint stock 
banks is an interesting study in itself, but it may shortly 
be stated that such acceptance of bills is confined (a) 
to drafts drawn from abroad for commodities, services, 
remittances and transfers; and (b) to home-drawn bills 
in respect of shipments of goods overseas. I have often 
been puzzled how this second class of bill has crept in. 
I think I know why, but am always surprised that it 
gets through the straight and narrow gates that are 
so closely guarded from six o'clock p.m. to seven 
next morning. But possibly it doesn’t! In any case 
the use of bank acceptances for home trade, by way 
of accommodation, is, in my judgment, not to be 
contemplated. 


Banking Appointments 


On March 22 Mr. Robert Hugh Tennant was elected chairman of 
the Westminster Bank, and the Hon. Rupert Beckett was appointed 
a deputy-chairman. Mr. Tennant had held a succession of bank 
directorships, first as a director and deputy-chairman of Crompton 
and Evans Bank, later as deputy-chairman of Parrs Bank, and when 
that bank was amalgamated with the London County and West- 
minster Bank Mr. Tennant was appointed to a deputy-chairmanship. 
As a former president of the British Bankers’ Association, chairman 
of the committee of the London Clearing Banks, and member of the 
Advisory Council of the Board of Trade, he has had experience 
of the semi-public duties attached to the chairmanship of a great 
bank. For nearly twenty-five years Mr. Tennant has been constantly 
employed in the direction of banking affairs, and exercising a variety 
of offices in three considerable banks. This long period of service 
has been eminently recognized by his appointment to the highest 
office in the disposition of the directors of the Westminster Bank. 


Mr. Rupert Beckett is a banker by training and inheritance. He 
is also the chaitman of the proprietors of the ‘‘ Yorkshire Post,” a 
director‘ofjthe London and North Eastern Railway, Royal Exchange 
Assurance, and the Yorkshire Penny Bank. 
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Banking in the United States 
By Henry Parker Willis 


Professor of Banking in Columbia University 


NOTHER month has gone by with the gold move- 
A ment into the United States still unchecked, the 
net aggregate of coin so received being now 
estimated at about $80,000,000 up to March 1. Already 
the effects of it can be perceived in the direct relaxation 
of money rates and the slightly renewed tendency to 
expansion that is generally noted. Federal Reserve 
banks have experienced some increase in their gold 
holdings, although by no means all of the new receipts 
have gone into their vaults. In part, however, they have 
been used for the purpose of paying off rediscounted 
paper, thus relieving the banks which received the cash, 
and transferred it to the Reserve banks, of the necessity 
of disbursing interest or discount on a corresponding 
amount for a longer time. For the first two months of 
the year, nevertheless, the commodity price level has 
continued to move slightly downward, and the best fore- 
casts are to the effect that this downward movement 
may ,be“expected to continue somewhat farther. Stock 
market values, however, have been distinctly influenced 
in the opposite direction by the inward flow of gold, and 
the corresponding relaxation of credit, while other 
evidences of inflation have also been perceptible. The 
Chase National Bank of New York, in a recently pub- 
lished bulletin on ‘‘Bank Money,’ has given a careful 
analysis of the inflationary effects of recent credit relaxa- 
tion in the United States, and the events of the month 
of February merely accentuated and emphasized 
the tendencies set forth by the bank in question. Accord- 
ing to it, the enormous expansion of credit, which it 
estimates at approximately $9,500,000,000 since 1922, 
has gone’ chiefly into real estate lending, stock market 
expansion, and the financing of paper representing instal- 
ment sales—these movements individually and in the 
aggregate representing decidedly unwholesome tendencies 
in the financial position of this country. 
* * 
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The month of February also witnessed what appears 
to be the first serious break in the instalment-paper 
or finance-company situation. In the United States, 
within the past five years, there has been a continuous 
and growing volume of business done upon what 
is known as the “‘instalment plan.’’ According to some, 
the amount of goods annually sold on this plan may be 
estimated. at from $6,000,000,000 to $8,000,000,000, 
while the amount of this paper growing out of it, and 
actually in the banks at the present time, is variously 
estimated at from $2,000,000,000 to $4,000,000,000. 
There are no reliable figures with reference to these hold- 
ings, but all are agreed that they are very large. Accord- 
ing to current reports of reliable character, rather more 
than 800 finance companies are now in existence. They 
purchase from enterprises which sell goods upon instal- 
ments, notes and other obligations growing out of such 
sales, and then either rediscount them with banks, or 
place them in trust and sell to the banks their own notes, 
based upon these individual obligations as collateral 
security. The situation has been a cause of utmost 
anxiety on the part of thoughtful bankers for a good 
while, and when, during the past month, the suspension 
of an important Philadelphia finance company was 
announced, a good many were disposed to accept this 
event as a warning, and to regard it as perhaps only a 
forerunner of other and more extensive failures of a 
similar sort. While none of the large banks are sufficiently 
heavily committed to the paper to be in danger, many of 
the smaller institutions are undoubtedly so, while a con- 
siderable number of indemnity or insurance companies 
which have guaranteed obligations of this kind are like- 
wise in a more or less serious position. Any considerable 
unemployment that might set in at the present time 
would unquestionably result in default on a great deal 
of the instalment sales paper, and this might result 
in default by the finance companies, with correspond- 
ing embarrassment to those smaller banks which had 
allowed themselves to become overburdened with such 
investments. 

* ok * * * 


Now that the sixty-ninth Congress has reached its 
close (on March 4), there is a natural disposition in the 
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financial community to survey in retrospect its doings 
in so far as they bear upon money and banking. In the 
main, three outstanding measures have been given serious 
consideration, two having been adopted by the legisla- 
tive body, while one remains still in the Committee stage. 
Of the two Bills so actually passed, one, the McFadden 
Bill, has been signed by the President and is accordingly 
law, while one, the McNary-Haugen Bill, has been vetoed. 
The third of the group, the so-called Strong Stabilization 
measure, is still, as already stated, before Committee, and 
now dies with the end of the sixty-ninth Congress; 
but has had its effect upon public opinion. 

The McFadden measure, the only Bill of the series 
actually to become law, was reviewed in these columns 
a month ago. Subsequent discussion has led the banking 
community to feel considerable doubt with respect to it, 
for while it will prove undoubtedly helpful in promoting the 
process of merging banking institutions, which has been 
so rapidly in progress here, as well as in other countries, 
and while it will also legalize, to an extent at least, the 
branch banking development which has been so striking 
a feature of the past year or two, it contains other pro- 
visions, whose effect is now seriously dreaded. Among 
these is the great relaxation of restrictions heretofore 
imposed upon the lending powers of National banks. 
The amount which these institutions can now advance 
to any one customer will be very greatly enlarged under 
the new Act, the result being that speculative under- 
takings, and particularly the lending of funds for produce 
exchange operations, as well as for stock exchange trans- 
actions, will be considerably facilitated. Inasmuch as 
the banking evils of the past few years in the United 
States have been largely, owing to an unduly lax method 
of lending, with great concentration of loans, in the hands 
of single interests, this feature of the McFadden measure 
does not promise well for the future. Much the same, it 
is felt, is true of the permission given to banks to invest 
sums up to one-half of their time deposits (savings 
deposits) in city real estate loans—while the extension 
of authority to them to engage in the business of 
“buying and selling investment securities” is justly 
reprobated. 

The McNary-Haugen Bill had received very little 
serious attention from the financial community up to a 
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few days before its passage. It is the outgrowth of the 
farm relief demand which has so long been conspicuous 
in American politics, and is the lineal successor of a variety 
of schemes of the same sort that had been presented to 
Congress heretofore. In its present form the McNary- 
Haugen Bill appropriates $250,000,000 for use by a 
Board selected largely by the farming element in the 
community. This,Board is to devote itself to “with- 
drawing” from the market such “surpluses” of wheat, 
corn, cotton, tobacco, swine, and perhaps other pro- 
ducts, as may appear for sale, in order that the prices 
of these items may thereby be raised. The Board is to 
dispose of such surpluses by ‘‘dumping” them abroad 
at whatever figure they will command. In order to get 
further sums for market operations, after the $250,000,000 
has been used, the new Board was authorized to impose 
what is called an ‘‘ equalization fee,”’ or tax upon transfers 
of each of these commodities, the intent being to get 
back such sums as have had to be invested in the pur- 
chase of the commodities in question. In this way it is 
supposed that losses or deficits will be covered. Although 
the new measure has no technical and direct application 
to banking, it has now become a foremost subject of con- 
sideration with bankers, who foresee in it a serious dis- 
turbance of bank loans, based upon agricultural products, 
as well as a dangerous menace to financial stability 
generally. President Coolidge’s veto will remove the 
danger of the measure for the time being, but in the new 
Congress, which comes into power next winter, influences 
which have been successful in securing the adoption of 
this Bill will be even stronger than in the recent Congress. 
They already assert that the Bill will therefore become 
an issue of first-class importance; and in this they are 
doubtless correct. The banking community, therefore, 
sees the question of financial relief to the farm districts, 
with all of the dangers in enhanced land speculation and 
over-lending on land by small banks, again given a 
primary position in current political controversies. 

As for the Strong Stabilization measure, which repre- 
sents a trend of thought rather than the influence of any 
distinct political group, it is the outgrowth of the 
opinion which has been for some time past forming in 
academic and possibly other circles, both in Europe and 
the United States, that central banks may, by the use of 
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their discount rate and discount policy, shape, or control, 
the price level. The Strong Bill gives direct instruction 
to the Federal Reserve Board at’ Washington to exert 
itself to the utmost for the purpose of “stabilizing” 
agriculture, commerce, and industry. The context of 
this vague phrase seems to suggest that the ‘‘stabilizing”’ 
that is to be attempted is simply price stabilization, and 
that the measure contemplates having the Federal 
Reserve Board use the resources of the Reserve System 
for the purpose of controlling and directing the price 
level with a view to maintaining as great a degree of 
steadiness as may be. Its purpose is thus exactly the 
reverse of that of theyMcNary-Haugen Bill, which con- 
fessedly aims at raising prices of agricultural commo- 
dities. The Strong Bill has been supported in public 
testimony before the House Committee on Banking and 
Currency by a number of financial figures who have given 
it at least a qualified approval, although others have 
taken an opposite view. “Stabilization” seems likely to 
push its way to the front again in the next Congress, in 
connection with the discussion which is expected to break 
out there as regards a revision of the Federal Reserve 
Act. It is difficult to say how wide a popular support 
the movement has thus far been able to obtain. 
Practically speaking, the most immediate effect of 
the McFadden Act already described (signed by President 
Coolidge on February 25) is likely to be the extension of 
the bank merger movement and the increasing of branch 
banking in American cities. Already one of the largest 
New York banks has issued an analysis of the measure 
in which it forecasts considerable transactions of the 
merger variety within the next few weeks. In prepara- 
tion for the adoption of the McFadden Bill, the Bank of 
Italy (of San Francisco), the largest American branch 
banking institution, with assets amounting to upwards 
of $700,000,000, has perfected arrangements for several 
new consolidations which will give it another large “‘string”’ 
of branches. On the Atlantic seaboard, in the States 
neighbouring to New York, there has been similar pre- 
paration and considerable merger activity in prospect. 
The new Act greatly simplifies the process of consolida- 
tion, while at the same time it makes perfectly clear the 
right of banks (previously only a matter of permission or 
toleration) to retain as branches after consolidation the 
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old offices of the banks which have united to form a new 
institution. Coupling this with the direct permission 
extended to city institutions to establish branches within 
their municipal limits (and remembering the fact that in 
many parts of the country American cities now prac- 
tically touch borders, as for example in the case of New 
York, Jersey City, and other nearby places), it is clear 
that a very great broadening of the branch bank esta- 
blishment power has been obtained. The new Act also 
changes the section of the Federal Reserve Act which 
prescribes the powers of the Federal Reserve Board with 
respect to entrance into the System; and this may result 
in bringing about the adoption of a new set of regulations 
as regards membership. This in itself will have important 
consequences to those institutions that now practise 
branch banking. During the past three years the Board 
has, in fact, endeavoured to prevent the establishment of 
any new banks by member banks—a policy which has 
been sharply resented by the larger State institutions in 
various parts of the country. 


* * * 


The continuous declines in discount rates, announced 
by the principal Continental banks (central banks), have 
naturally had an important reflex action upon public 
opinion in this country by producing the impression that 
there is a general ““movement” looking to the lowering 
of discount rates throughout the world. The inference 
which is drawn has almost unavoidably been in favour 
of a further reduction of discount rates in the United 
States. This subject was thoroughly discussed at the 
recent meeting of the Federal Advisory Council, the body 
of bankers which meets quarterly with the Federal 
Reserve Board for the purpose of reviewing the broader 
general policies and problems of our banking system. 
There has been no definite outcome thus far, and opinion 
is apparently adverse in the best and most responsible 
quarters to any reduction in discount rates at the present 
time. The invasion of the Federal Reserve System’s 
resources, by increased applications for rediscounting 
during the past autumn, gave some cause for anxiety; 
and, had it not been for the movement of gold into the 
United States already referred to, the System might now 
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be in the position ascribed to it by American witnesses 
before the Indian Currency Commission during the past 
summer, when it was stated that there was no substantial 
margin of gold available for export from the United 
States. Not many persons were in agreement with the 
statement of these witnesses at the time, and still fewer 
would agree with them today. The System has a large 
margin of lending power, and could undoubtedly inflate 
credit much farther if it chose, without getting into a 
really hazardous position. But there is still opposition 
to any such inflationary movement here, and a strong 
feeling that it is very desirable to leave European markets 
to recover their own financing as much as they can, 
inasmuch as they are able to reduce discount rates, 
instead of making a further cut in New York and so 
producing an even lower range of artificial rates than 
that which has existed of late. Spring demands for 
money are now beginning to make themselves felt, and 
have, within the past two weeks, caused a considerable 
withdrawal of call funds from New York by interior 
banks which had previously had them out in this market. 
Occasionally, there has been some resulting tightening 
of rates, but at no time has this been such as to indicate 
what might be called a shortage of resources, while the 
high turnover in the stock market and the ability which 
traders have shown to maintain stock market values 
amply proves that they are abundantly supplied with all 
the funds that they can possibly need. Conservative 
opinion has, therefore, become more and more positive 
in its opposition to the rate reduction proposal, and less 
and less inclined to sanction the use of Federal Reserve 
resources in any more open way than at present for the 
purpose of ensuring the “‘prosperity’’ of stock market 
traders. Just at the moment, therefore, it looks as if the 
action looking to a rate reduction which had seemingly 
been so near at the beginning of 1927, may be indefinitely 
deferred, although the balance of conflicting elements 
in the Reserve System is so nice that unexpected circum- 
stances may at any time suffice to turn the scale one way 
or another. The annual report of the Federal Reserve 
System throws no light upon this question, but merely 
affords a general discussion of events during 1926 from 
the standpoint of credit and banking organization. The 
outstanding feature of American banking which the 
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report notes as especially worthy of comment is the 
gradual change in the character of the portfolios of 
American banks. They have on the whole the gradual 
shifting into a rather unliquid form with a growing pro- 
portion of long-term holdings and a larger proportion 
of time deposits as compared with demand deposits. 
A topic of considerable interest which the Board notes is 
the large growth of dollar balances held here by foreign 
central banks, which it estimates at several hundred 
million dollars, and regards as a potential demand for 
gold for export. As such, thinks the Board, it is to be 
considered a factor of some importance in connection 
with the development of credit policy for the future. 

The relationship of American banks to foreign leading 
and foreign bonds continues to be a subject of sharp 
discussion. According to recent estimates the total of 
foreign bonds held in American banking institutions 
as investments and as collateral is probably not less 
than $3,000,000,000 (of an estimated total of some 
$13,000,000,000 in American ownership), while in some 
of the smaller institutions, recent relatively low rates of 
earning on ordinary commercial paper and unsatisfactory 
local conditions generally, combined with the natural 
hunger of stockholders for substantial dividends, have led 
these smaller institutions to invest an unduly large pro- 
portion of their available funds in foreign securities. 
Unhappily, too, since they were not primarily guided by 
considerations of safety, but rather by desire for income, 
the bonds which they have purchased have in many cases 
been of the less desirable varieties, while a plan of 
diversification has been pursued only in a very moderate 
degree. One result of the situation has been to make the 
banking authorities, including the State and National 
banking staffs, much more critical of portfolios which 
include a large element of foreign securities than they 
have heretofore been. At the same time the general rank 
and file of the public has apparently become somewhat 
less ready to purchase foreign securities merely because 
they are issued by governments, and this feeling, com- 
bined with the attitude of the banks, has brought about 
a rather less favourable condition of affairs so far as new 
flotations are concerned. It is just at this rather unfortu- 
nate time that a mission has arrived from Poland for 
the purpose of inducing the Reserve banks to grant a 
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substantial stabilization credit, while they also seek a con- 
siderable loan for the industrial rehabilitation of Poland. 
The amount desired is anywhere from $50,000,000 to 
$100,000,000, and the amount of the stabilization credit 
is still uncertain. Consideration of the subject is in 
progress at the present time both in Washington and in 
New York, and a general review of European conditions 
is understood to have been made during the visit of 
Mr. Montagu Norman, Governor of the Bank of England. 
The statement that the proposed credits for Poland have 
been discussed with the Governor of the Bank of England 
has no authoritative or official warrant, although it 
represents the prevailing impression. Former issues 
made on behalf of Poland were not, on the whole, well 
received in this market. Any new offering, especially in 
view of the disturbed governmental conditions of the 
past few months, will probably be likely to encounter 
very much greater difficulty, especially in view of the 
fact that our banks are already, as stated, so heavily 
overburdened with foreign bonds and so relatively dis- 
inclined to commit themselves further to bonds of the 
second-grade kind. Other American financial institutions 
may continue to take up new issues of semi-speculative 
foreign securities, but developments during the past 
three or four months have shown that a great deal of 
artificial effort is necessary in order to maintain a satis- 
factory market for such bonds and to keep them from 
deteriorating in value. This necessity has unquestionably 
caused some increase of doubt on the part of insurance 
companies and other investors with regard to the issues 
of the weaker Continental countries. From this time 
forward it seems probable that foreign borrowers will, 
moreover, feel themselves entitled to obtain whatever 
accommodation they receive in this market at a charge 
much more moderate in amount than they have here- 
tofore been accorded. This fact in itself greatly tends to 
diminish the attractiveness of securities which have 
attained popularity here because of their productiveness. 
That popularity has been found in their employment for 
idle bank funds owned by institutions whose depositors 
were receiving high rates of interest, and whose stock- 
holders expected continuation of dividend payments on 
the same basis as formerly. It will largely disappear as 
the level of return is reduced. 
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Walter Leaf—Chairman of the 
Westminster Bank, 1918-1927. 
By the Right Hon. Walter Runciman, M.P. 


the most versatile and industrious men the 

City has known. The mere list of his achieve- 
ments is impressive and displays as great a variety as 
ever characterized the life of any of his predecessors or 
contemporaries in banking :— 


W *ic ER LEAF was throughout his life one of 


1852 Born at Norwood; 
1869-1871 <A Scholar of Trinity College, Cambridge ; 
1874 Senior Classic ; 
1875 Fellow of Trinity; 
1877. Entered firm of Leaf, Sons & Co. 
1880 “Story of Achilles ”’; 
1882 “Translation of the Iliad ”’; 
1888 Litt.D.; 
1891 Devoted himself to banking; 
1892 ‘Companion to the Iliad ”’; 
1894 ‘‘A Modern Priestess of Isis’ (trans. from Russian) ; 
1898 “ Versions from Hafiz’’ (from the Persian) ; 
1909 Deputy Chairman of his Bank; 
1912 “ Troy”; 
1915 “Homer and History ”’; 
1918 Chairman of the Westminster Bank; 
1922 ‘‘ Little Poems from the Greek ”’; 
1924 President of the International Chamber of Commerce. 


For thirty years he was a first-rate mountaineer. He 
cycled immense distances at home and abroad; he had 
travelled all over Europe; and he was a beautiful skater. 
He took his full share of City work; sat on committees ; 
attended conferences; negotiated with Governments; 
did the daily work of an active director; and took a 
prominent and tireless part in the work of the Inter- 
national Chamber of Commerce. Until a year ago, when 
he was 73 years of age, his energy had never abated, and 
the breakdown of his health was the direct result of a 
tour he was making in 1926, on behalf of the International 
Chamber, to the leading commercial centres of Europe in 
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the effort to convert the men of commerce and finance and 
the statesmen of the new European countries to a belief 
in the wisdom of reducing trade barriers. Even though 
he was told by his medical advisers last year that he must 
drop his work, he declined to give up the bank so long as 
his colleagues on the board believed he could be of use 
to them. He was, indeed, the most useful as he was 
the best equipped of the Westminster Board right up 
to the time of the general meeting of a few weeks ago. 
There can surely have been few men who enjoyed life 
more, whether at his university, or his bank, or abroad, 
ashore or afloat, or in the soothing and artistic atmosphere 
of his own home. He loved the beauties of life, and, 
what is uncommon in a man of his artistic tastes, he 
revelled in the combative exercise of philosophical and 
literary controversy. He derived pleasure from the 
intellectual exercise of economic disputes, and he never 
attempted to hide his political feelings. But in all these 
affairs he was aiming at practical ends. 

His work in the Westminster Bank was well known to 
his colleagues and to the head office staff. What the 
public saw of him as a banker came mainly through his 
written papers and speeches, and there were large 
numbers of businéss men everywhere who had respect 
for his opinions and were always eager to know what he 
thought upon the problems and perplexities of the time. 
It was mainly inside the bank that we were able to realize 
how beautifully balanced was his sense of perspective 
and how wise he was in human affairs. Those 
innumerable customers of the Westminster Bank who, 
at one time or another, thought they were well treated 
by their bankers little knew how much of the sympathy, 
as well as the sense of justice which marked the dealings 
of the bank with them, owed their origin to its chairman. 
His heart was singularly warm, and not only wether the 
circle of his more intimate friends, but over a larger area, 
he had a remarkable capacity for inducing rae of 
real affection. Men of all grades were able to say of him 
with complete respect that they were very fond of him. 

Immediately after a man’s death it is impossible to 
appraise him. Of the commercial achievements of 
prominent financiers much can be said during their 
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lifetime and for some years afterwards, but on the whole 
there is little in the records of British industry and 
finance of the inestimable and often priceless work of 
those who contribute to British commercial and industrial 
life. Even statesmen, with two or three exceptions, are 
unlikely to leave a permanent mark on the financial 
history of their country, and very little can be attributed 
to them of the planting and growth of British trade at 
home and abroad. The statesman, however, has the 
advantage of partisans to belaud him and historians to 
place him in the calendar of political saints. How much 
less is likely to remain on the annals of history of the 
quiet creators and guardians of industrial and financial 
enterprise ! The responsibility which rests on the 
shoulders of prominent men in our great banks is as 
great as that borne by a Secretary of State. Errors on 
their part may bring disaster and suffering to tens of 
thousands of their customers. They must above all 
things be safe. The more capable they are the safer 
they are. The best banks do not plunge or take kindly 
to heresy. They regard banking as a science and its 
administration as a great trust. Leaf carried these 
doctrines so far that he might have been regarded as the 
most literary of the orthodox exponents of the political 
economy which inspired all that is best in British 
finance. His own attitude to his beloved bank and its 
innumerable customers was that of a trustee. Indeed, 
he carried these views so far into practice that he refused 
to accept anything like an adequate salary for his services. 
Those who knew him best will not soon forget how high 
were his standards, how pure were his principles, and 
how wholesome was his influence. 


A memorial service for Mr. Walter Leaf was held at Marylebone 
Parish Church on Friday, March 11. The service was taken by the 
Archbishop of Canterbury and the Rev. Dr. W. D. Morrison. 

Among the congregation were :—The Right Hon. Montagu Norman, 
Lord Revelstoke, Lord Bradbury, Sir Otto Niemeyer, the Right Hon. 
Gerald Balfour, Mr. Goodenough, the Right Hon. Reginald McKenna, 
Mr. Beaumont Pease, Sir Harry Goschen, Sir Alan Anderson, Mr. 
Holland Martin, Mr. J. W. Deacon, Sir Montagu Turner, Mr. John 
Rae, Mr. H. C. Hambro, Lord Faringdon, Lord Richard Cavendish, 
Mr. Francis Curzon, Sir Malcolm Hogg, Mr. Edward Grenfell, Mr. 
J. W. Mackail, Lord Glendyne, Mr. Rupert Beckett, Lord Shuttleworth, 
Mr. Lawrence Currie, and Mr. Stanley Ferguson. 
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Dr. Schacht’s Apologia’ 
By T. E. Gregory 


(Cassel Professor of Ranking in the University of London) 


more in his new book than a brilliant sketch of 

the decline and rebirth of the German currency ; 
more than a frank analysis of the dangers of the past, and 
of the problems of the future. He has, perhaps uncon- 
sciously, drawn a portrait and depicted a character 
analysed an epoch and given it the stamp of human 
personality. As one reads, the concrete problems with 
which the book is mainly engaged recede into the back- 
ground ; from issues of economics one’s interest is trans- 
ferred to problems of psychology. In other words, Dr. 
Schacht has painted his own portrait, and painted it 
with the highest art; the man of action as revealed by 
himself is fascinating and intriguing in the utmost degree. 
As an analysis of fact, the book has had worthy pre- 
decessors and will have, perhs ips, worthier successors ; 
as an analysis of motive and opinion, it will in days to 
come possess the merit which attaches to works which 
reflect the spirit of their age; as a revelation of per- 
sonality, as self-portraiture, it will always stand in a 
class by itself. Very few presidents of central banks 
have written books ; I know of none other who could have 
written a book quite like this. 

With the exception of the last chapter, which deals 
with the problem of international co-operation, each of 
the ten sections into which the book is divided deals 
with some special phase of the German currency situation 
since the outbreak of the war. The general features of 
the successive problems are by now well known; it is 
more important to ask what new light is thrown by 
Dr. Schacht on those phases of the problem with which 
he was intimately associated. As is known, he was 
‘Currency Dictator” at the moment of transition from the 
old papermark currency to the rentenmark; thereafter 


je president of the Reichsbank has achieved 


* Hjalmar Schacht’s ‘Die Stabilisierung der Mark.’’ (Deutsche 
Verlags—Anstalt, 1927). 
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became president of the Reichsbank, and was therefore 
thrown into the closest possible contact with the repre- 
sentatives of the Allies on the questions of the Gold 
Discount Bank and the reconstruction of the Reichsbank 
or its supersession by a new institution. Since that time, 
of course, Dr. Schacht has been responsible for the whole 
trend of German credit policy. 

Dr. Schacht brings out very clearly the tactical con- 
siderations which led the German Government to adopt 
the project, fathered by the late Dr. Karl Helferrich, 
which led to the rentenmark currency.  Helferrich 
originally proposed a currency in which the unit of 
account was to represent a given quantity of rye; the 
currency was to be legal tender, and the capital of the 
bank which was to issue the new currency was to be raised 
by means of a compulsory first mortgage on agriculture 
and industry. The issue of this new currency was to be 
accompanied by a cessation of discounting of Treasury 
bills at the Reichsbank and a funding of the bills pre- 
viously discounted by means of a credit to the empire 
from the new bank. By changing the basis of the new 
currency from rye to gold, the German Government 
really destroyed the vital part of the scheme, though by 
accepting the plan in outline it saved itself from the 
opposition of the agrarians. Dr. Schacht exposes the 
inner meaning of the whole episode in the following words : 
“If the party-political motives which underlay Hel- 
ferrich’s draft scheme are by no means to be justified, 
if the theoretical basis of the rentenmark can only be 
described as unsatisfactory, yet there was something of 
greatness in Helferrich’s draft, something which can be 
qualified as genius, in so far as he proposed a type of 
currency, which from the commencement was enthusias- 
tically received by those sections of the population which 
were politically antagonistic to the Government, but 
which controlled the food supply. The rentenmark was 
expedient, not only because Helferrich’s project satisfied 
the party-political ideas of these sections, but also because, 
psychologically speaking, the basing of money upon rye, 
and in the last resort upon land, took account in the most 
striking way of the psychological prepossessions of the 
agricultural classes.’’ By taking their scheme as the basis 
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the Government avoided an internal political crisis which 
might have endangered a technically more _ perfect 
scheme. 

Dr. Schacht discusses the new currency contemp- 
tuously as “impossible,’’ even in the form in which it was 
accepted by the Government. If one strips the whole 
situation bare, however, it must be said that any cur- 
rency, the quantity of which was rigidly limited, would 
have maintained its value, simply because Germany was 
practically denuded of money. The apparatus of con- 
version into bonds with which the new currency was 
associated was useless, but from the standpoint of the 
economist it would not have mattered what object was 
represented by the currency; the essential thing was the 
limitation of quantity. By a miracle, not enough of the 
new currency was issued seriously to lower its value; 
this, and nothing else, is the secret of the rentenmark. 

In connection with Dr. Schacht’s tenure of the post 
of Currency Controller, two points of interest arise. The 
first is the attainment of the parity, 1 dollar = 
4.2 billion papermarks. The account of how it was 
possible finally to fix this parity is one of the most in- 
teresting sections of the book. The Controller had not 
only to deal with the technical difficulties; he had also 
to deal with a division of opinion among the competent 
authorities: the Rentenbank authorities opposing, the 
Reichsbank authorities supporting stabilization at this 
point. The only means available lay in the possibility 
of cutting down the supply of paper money on the one 
hand, so as to justify the rate of stabilization chosen ; 
on the other hand, to increase the supply if the stabiliza- 
tion rate led to an offer of foreign currency. But it is 
clear that at first the whole problem must have seemed 
insuperable ; the official rate had to be raised to follow 
the rate on the “free’’ exchanges, whilst the rate on the 
free exchanges was constantly falling. Stabilization was 
essential, but “at what rate this was to happen, at what 
rate resistance, that is, stabilization would be possible, 
that was the great question before which we were placed. 
A definite mathematical solution did not exist; it was a 
question of feeling, and in the last resort a matter of 
trying it out, in which effort only the method remained 
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the same, namely, the contraction of the legal tender 
means of payment.’ 

In the course of this campaign Dr. Schacht won his 
first great victory; he triumphed over the issuers of 
emergency currency in the unoccupied areas, who used 
their issues to “bear” the German mark, for the Reichs- 
bank gave its own notes for these emergency issues, and 
thus enabled bear speculators to deliver German currency 
against dollars. By prohibiting the Reichsbank from 
taking any more emergency currency, the Controller 
was, in fact, enabled to squeeze the bears in the Rhine- 
land, as he was able to squeeze the bears elsewhere, by 
prohibiting further credits. The result was that dollars 
had to be sold ¢o the Reichsbank to cover previous pur- 
chases of dollars. The victory was gained at the cost of 
infuriating the industrial leaders of the Rhineland, at 
any rate, for the time being. 

One of the most interesting episodes described in the 
book is Dr. Schacht’s appointment to the presidency of 
the Reichsbank. He does something to explain the 
extraordinary unwillingness of his predecessor to retire 
from office by the remark that President Havenstein 
could not reconcile it with his sense of duty to resign his 
post before an appropriate successor could be found. 
Havenstein’s choice fell upon Helferrich. The sudden 
death of Havenstein created a difficult problem of choice 
for the Government, particularly as the Reichsbank 
direktorium unanimously decided against Dr. Schacht 
as unsuited for the office of president of the Reichsbank ! 
The passages in which Dr. Schacht explains both why 
Helferrich, in view of his extreme views, would have been 
an unsuitable head of the bank, and why it was perfectly 
natural that the Reichsbank directorate should have 
preferred him, reveal a very unusual capacity for objective 
discussions of somewhat delicate matters. 

A difficult period followed the appointment to the 
presidency of the bank at the end of 1923. From the 
first the new president desired to see the creation of a new 
Gold Discount Bank, and was supported both by the 
Bank of England and the City. The desire to create such 
a bank was clearly enhanced by the political difficulties 
which resulted from the French support of the separatist 
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movement in the Rhineland, which made it more than 
ever desirable that the intention of the Rhineland indus- 
trialists to create their own local gold bank should, if 
possible, be countered. The Reichsbank president found 
it necessary to pledge himself at once to the erection of 
such a bank. Unfortunately, this was shortly before the 
meeting of the Dawes experts. Difficulties followed; 
the experts fearing that the proposed gold bank would 
interfere with the wider currency reorganization which 
they were planning. At this very time the rentenmark 
showed the first sign of weakness. In the end Dr. Schacht 
took refuge in publicity, and in an ultimatum to the 
experts that if his plans were further opposed, ‘I would 
attributeany further fall inthe rentenmark to the experts.” 
In the end, after what must have been a somewhat 
stormy time, unity was reached. Further difficulties 
were to follow on the question of foreign participation 
in the control of the Reichsbank, but these were happily 
overcome. As in the case of the Gold Discount Bank, 
so with the Dawes Loan, the president found his warmest 
supporter in the Governor of the Bank of England, a 
support which is acknowledged in warm and frank 
terms. 

On the subject of foreign credits for Germany, especi- 
ally in relation to the transfer problem, President Schacht 
raises a series of points of great importance, especially 
in view of the approaching rise in the annual annuity 
to be paid by Germany. The first question is whether 
the Dawes Plan contemplates the use of foreign credits 
as a source of reparation payments. Dr. Schacht 
argues that the experts’ report expressly limits the source 
of reparations to the economic surpluses of German 
industry, and urges that “sums derived from foreign 
loans and credits are not products of the economic sur- 
plus of the country, and are not related to the ‘economic 
situation,’ which further, in the eyes of the experts, is 
to decide the limit of the amount to be transferred, in 
the sense that the economic situation is the cause and 
the sums concerned are the effects.” To pay reparations 
out of loans would destroy confidence. ‘“‘ What foreign 
lender would continue to give Germany another penny if 
he were to see that his money was directly utilized for the 
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payment of reparations, instead of serving to strengthen 
the economic productivity of Germany ? ”’ 

Dr. Schacht’s second argument in this connection 
is that precisely this undesirable situation is being brought 
about. In fact, the volume of reparations payments so 
far made—especially during 1924 and 1925—was only 
possible by the use of the sums placed at the disposal of 
Germany through foreign credits. If the problem is 
envisaged statistically, it will be found that in spite of 
increasing foreign credits the volume of imports is not 
increasing proportionally. He draws from this state of 
affairs the conclusion that the Transfer Committee must 
take account of this situation. “It must not be that the 
political payments are transferred at the expense of the 
future annuities to private creditors . . . The Transfer 
Committee, when transferring, must not only take care 
that the prevailing position of the German currency is not 
endangered, but must further take care that an adequate 
reserve of foreign currency is available for Germany, 
in order that im priority to the political payments those 
annuities can be transferred which are owing to foreign 
private creditors.” 

We have here the echoes of certain discussions and 
controversies which, although they have found no, or 
very little, mention in the British technical Press, have 
engaged the attention of American, no less than of 
German, financial circles. 

I do not regard the first line of argument as entirely 
convincing. It is, of course, quite true that if Germany 
were to borrow the Dawes annuities without a budgetary 
surplus larger than sufficient to pay the interest on the 
amount borrowed, with perhaps a sinking-fund addition, 
that this might be regarded as a sign of financial weak- 
ness which would react on her chances of borrowing for 
private purposes. But even in that case a real economic 
surplus might still exist; instead of her business men 
borrowing for capital improvements abroad and being 
taxed at home, they are taxed less at home, and the 
Government borrows more abroad. If German firms 
borrow abroad and sell the exchange to Government, 
whilst the Government buys the exchange with the pro- 
ceeds of taxation, surely German capital equipment can 
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still increase, in spite of the proceeds of the foreign loans, 
in so far as they are transferred in currency, being utilized 
for reparations payments? It is not the direct utiliza- 
tion of the loans as such for such purposes, but the 
utilization of capital sums for equipment purposes, 
which is important. All that the transfer of foreign loans 
to Government effects is a settlement of the narrowly 
technical transfer problem; it may still be accompanied 
by a true increase in the volume of funds utilized for 
improvement purposes. 

As regards the priority of priv ate and public transfers, 
it is, of course, important that the public in Allied 
countries should be reminded that the stocks of foreign 
currency at the command of Germany are not the measure 
of Germany’s capacity to pay reparations. For part of 
that stock is hypothecated to pay the interest on private 
debts, and if this were not paid, of course an acute 
crisis would develop. The only point which arises is 
whether the problem of how much Germany can pay in 
reparations can really be discussed in terms of “ priori- 
ties’’ for given classes of obligations; whether, in other 
words, the administrative machinery which has _ been 
set up to manage these matters is not capable of working 
to more adequate standards than these purely mechanical 
ones. If ever a crisis over reparations develops, the 
Agent-General and his staff will certainly not proceed 
on the simple lines of arguing that because the Reichs- 
bank has at a given moment a certain stock of foreign 
currency and gold, that therefore a given reparations 
sum can be paid, irrespective of other elements in the 
German economic situation. The “transfer problem” 
served a useful purpose in damping down exaggerated 
hopes in 1923-4, but its importance is secondary as 
compared to the problem of taxation in its relation to 
Germany’s real economic resources. 


The Illinois Merchants ‘Trust Company 


Mr. John J. Mitchell, formerly President of the 
Illinois Merchants Trust Company, has been elected 
Chairman of the board and Mr. Eugene M. Stevens has 
been appointed President. 
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A New Chapter in Australian 
Banking 


tunate ancestors, the happy Australian infant is 

born not with a silver spoon in his mouth, but a 
bank passbook in his hand. Expressed in more prosaic 
terms, the fact is that in no country in the world are the 
advantages of banking facilities more appreciated than 
in the Commonwealth. With a population which only 
recently passed the six million mark, there are consider- 
ably over four million savings bank accounts, with an 
aggregate balance of upwards of £186 millions, represent- 
ing an average of £45 per account, or £31 per head of the 
population. Australia is peculiarly well provided for in 
this respect, as, in addition to the Savings Bank Depart- 
ment of the Commonwealth Bank of Australia, which 
corresponds to the British Post Office Savings Bank, with 
something like 3,400 branches and agencies in all the 
States, there are Government Savings Banks in several 
of the individual States, as well as certain Trustee Savings 
Banks. 

When one turns to consider the general banking 
facilities enjoyed by the Australian citizen, there is an 
almost bewildering array of institutions. The fifteen 
“ordinary’’ joint stock banks and the Commonwealth 
Bank of Australia held between them more than 
£415,000,000 in deposits, and showed {272,000,000 in 
advances at the middle of 1926—increases of fifteen and 
nine-and-a-half millions respectivel on mid-1925 figures. 

Consideration of the records and figures of the 
“ordinary” joint stock banks is rendered somewhat difficult, 
if one desires to distinguish between Australia and New 
Zealand, avoiding that convenient but confusing hybrid 
“ Australasia.”” The Bank of New South Wales, the 
Bank of Australasia, the Union Bank of Australia, Ltd., 
and the Commercial Bank of Australia, Ltd., have all 
considerable establishments in New Zealand, as well as 
within the Commonwealth, while the Bank of New 
Zealand is directly represented in Australia, as_ well 
as in its native country. 


| grwningestard the proverbial precedent of his for- 
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There is, therefore, considerable overlapping, and a 
complete dissection of the figures appropriate to Australia 
and to New Zealand separately is not possible. One 
would wish that the Australian banks would arrange 
their half-years to synchronize, as this would facilitate 
a comparative analysis of their results; but there is a 
great lack of uniformity in this respect. 

Certain features, however, clearly emerge and deserve 
comment. Taking the year ending approximately 
September, 1926, the ordinary banks showed an aggregate 
net profit of £6,449,565, an increase of £417,000 on the 
previous year, and distributed in dividends and bonuses 
£4,740,664, an increase of £305,000. In the period 1919 
to 1926, the paid-up capital, reserves, and undivided 
profits of the Trading Banks rose from £42 millions to 
£73 millions. This speaks volumes for the initiative 
and success of these institutions, which have done so 
much to develop the trade, industry, and natural 
resources of the great Commonwealth. 

These results, moreover, have been achieved, until 
the last decade or so, along the lines of what may be 
described as ‘‘ domestic development,” that is to say, each 
institution, by increasing the number of its branches and 
expanding itsZown business relations, has}built up an 
ever-extending but still individual business. At times, the 
competition between the different banks—in itself a 
satisfactory feature from the point of view of the public— 
has become excessive, so far as the banks are concerned. 
In fact the competition between individual institutions 
has grown so keen that rivalry rather than profit has 
been the slogan. The result has frequently been that a 
small township, with a population of only a thousand or 
two, has been provided with four, or even five branch 
banks, each cutting the other’s throat with a greater or 
smaller degree of success. Naturally, this keenness, 
while reflecting credit on the enterprise of the banks in a 
new and rapidly developing country, is not satisfactory 
from the economic point of view, and possesses the same 
features as the over-churching of so many Scottish 
villages a generation ago, when at least three rival 
denominations provided places of worship and equipment 
for a population all of whom could have been accom- 
modated with ease in a single church. There are 
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ever-increasing signs, however, that the Australian banks 
are adopting a different policy, under present conditions, 
and that a new chapter in Australian banking is opening. 
During the last decade there have been many absorp- 
tions and amalgamations, as the following list will 
show : 
1917. City Bank of Sydney (Australian Bank of 
Commerce). 
1918. Colonial Bank of Australasia (National Bank 
of Australasia). 
National Bank of Tasmania (Commercial Bank 
of Australia). 
Commercial Bank of Tasmania (English, Scot- 
tish and Australian Bank). 
London Bank of Australia (English, Scottish 
and Australian Bank). 
Bank of Queensland* (National Bank of 
Australasia). 
Bank of Victoria (Commercial Banking Com- 
pany of Sydney). 
Western Australian Bank (Bank of New South 
Wales). 
Royal Bank of Australia (English, Scottish 
and Australian Bank). 


Australia is a country where local patriotism flourishes, 
and this spirit has been exemplified in the strong support 
given to local banks, which possess not only a financial 
but a sentimental importance in the eyes of their con- 
stituents and customers. On arriving in the City of 
London from the vessel which carried him from his 
home, an Australian visitor ordered the cabby to drive 
him to ‘‘The Bank.”’ Imagine his disgust and bewilder- 
ment when the jehu merely deposited him at the Bank of 
England, instead of at the tiny institution known to 
him affectionately and exclusively as ‘The Bank.” 
But the day of the local bank is past, or is at any rate 
rapidly passing. Apart from the amalgamations which 
have already taken place, and some which are darkly 
hinted at, there is a tendency, generally speaking, for 





* The Bank of Queensland was itself an amalgamation between the 
Royal Bank of Queensland and the Bank of North Queensland, effected 
in 1917. 
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each of the institutions to be represented directly in all 
the Australian States, thus spreading their risks and 
interests, and increasing their scope for profitable trans- 
actions. When the amalgamations now pending are 
completed, there will be only ten actually Australian 
joint stock banks of an ordinary character operating in 
the Commonwealth, but there is no ground for fear that 
this process of amalgamation has already gone too far 
or is likely to become excessive. The element of competi- 
tion is by no means eliminated, but has been to some 
extent intensified by these developments, which are 
natural, economical, and to the public advantage. There 
is every reason to feel confident that Australian banking 
will successfully avoid both the Charybdis of a money 
control by a few Napoleonic institutions, and the Scylla 
of a multitude of small capitalized and ultro-competitive 
institutions. 

It is a healthy sign that the amalgamations which 
have recently taken place and are now in progress are, 
generally speaking, between a large successful bank and a 
small successful bank, and do not represent the taking 
over by a powerful institution of a moribund bank or one 
in difficulties. Such happy “matings” can only have a 
successful issue. Preceded as they have been by internal 
developments, a strengthening of reserves, and in many 
cases an issue of fresh capital at a handsome premium, 
the consolidation of interests now being effected is a 
matter of satisfaction to all concerned in the increase of 
efficiency and the reduction of overhead charges and 
unnecessary machinery. 

The three latest fusions may perhaps be touched upon 
in greater detail. The Commercial Banking Company 
of Sydney, established in 1834, and possessing a paid-up 
capital of 3} millions, is taking over the Bank of Victoria 
which dates from 1852, and has a paid-up capital of 
about 14 millions. The suitability of this ““match”’ is 
emphasized by the fact that the former institution owns 
a great establishment in New South Wales and Queens- 
land, but possesses no branches in Victoria, while the 
smaller institution is located only in Victoria and at 
Adelaide. The combined institution will have total 
deposits of over 50 millions, and a reserve fund of 


£3,850,000. 
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The Bank of New South Wales, which is the doyen 
of Australian institutions, and dates back to 1817, is 
taking over the Western Australian Bank, which goes 
back to 1841, and has played a pioneer part in developing 
the industries of the State whose name it bears. The 
Bank of New South Wales already has a paid-up capital 
of 6 millions, which is now to be increased to 74 millions, 
and has reserves of £4,750,000. The ‘“W.A. Bank” has 
a paid-up capital of £700,000, and a reserve fund of 
£1,269,240. By this union the Bank of New South 
Wales will obtain a fine hold on Western Australian 
business, in which hitherto it has only participated to a 
minor extent. 

The third amalgamation now in process, representing 
the new policy of consolidation, is between the English, 
Scottish and Australian Bank, Ltd. (paid-up capital, 
£2,250,000; and reserves, £1,965,000), and the Royal 
Bank of Australia, Ltd. (paid-up capital, £750,000; 
reserves, £655,000). This is likely to prove a very advan- 
tageous union, and the “E.S. & A.”’ bids fair to become 
one of the most powerful of the banking institutions in 
Australia. 

As a legacy from the troubles of 1893, several of the 
Australian banks have items on their balance-sheets 
under the heading of “Inscribed Deposits,’ and similar 
entries. The Commercial Bank of Australia, Ltd., com- 
pleted in 1922 a process of reinstatement of capital by 
means of the special Assets Trust Co., and the Australian 
Bank of Commerce, Ltd., recently eliminated the whole 
of its liability under the heading of “Inscribed Deposits.” 
One would wish that this process had in all cases reached 
finality, and particularly in one case there is a regrettable 
amount of interminable inscribed stock still outstanding. 
On the whole, however, the Australian banks have made 
remarkable progress, and it is not too much to hope that 
in the new chapter now opening, the period of consolida- 
tion will enable them to render still finer service to 
those concerned in Australian commerce, manufactures, 
and development generally, as well as to their own 
shareholders. 

Suffering from ills not unknown in this Old Country, 
and afflicted with troubles incidental to the special cir- 
cumstances of a young country, where experience is not 
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always purchased cheaply or by proxy, Australia is 
confronted with the dual and inter-related problems of 
heavy Government borrowing for Federal and State pur- 
poses and high taxation. It is permissible to congratulate 
the Australian banks as a whole on their clear-sighted 
policy and their frank adoption, at times, of the role of 
mentor to Governments whose conception of economic 
and financial principles do not always commend them- 
selves‘to the orthodox. Australia owes a great deal to 
the banks, which have done so much to help her in the 
past, and the era of consolidation, which has now been 
reached, will, we may safely prophesy, show that in their 
services to the nation as a whole, as well as in regard to 
their own particular interests, the Australian banks will 
“eo from strength to strength.”’ 


A Banker’s Diary 


Mid- February to Mid-March 


THE first of the three bills designed to carry out the 
recommendations of the Indian Currency Commission 
; came under consideration in the Indian 
Fens Legislature early in March. It provides 
urrency 
for the removal of the legal tender quality 
of gold coins and the substitution of a parity of Is. 6d. 
for *the rupec in place of the present statutory 2s.; in 
addition it lays on the Government the obligation of 
buying gold at a fixed price when tendered in quantities 
exceeding a minimum laid down by law and of selling gold 
exchange at prices determined by reference to gold content 
and costs of transport. These duties are subsequently to be 
assumed by the projected Reserve Bank. On March 8 
an amendment to substitute a parity of 1s. 4d. for the 
proposed Is. 6d. was rejected by a small majority, and 
on March 12 the Government proposal was carried, 
again by a narrow margin. An amendment was passed 
reducing the minimum quantity of gold which the 
AA 
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Government is required to buy. It is understood that 
the Reserve Bank Bill will be laid before the Legislature 
in August and referred to a select committee. (Ref. 
Sept., Oct., and Dec. issues.) 


(P.S. The bill passed its third reading on March 22. 


At the beginning of September, 1926, the Secretary for 
the Colonies appointed a Currency Board to introduce 
in Palestine a local currency based on 


C Fics for sterling and to provide and control the 
u I ; 
a i future supply. The unit at present in 


use is the Egyptian pound, divided into 
100 piastres, of which 973 are equal to the pound sterling. 
It is now announced that the new currency will be intro- 
duced this year, probably in the autumn. The unit 
will be equal to the pound sterling, and will be divided 
into thousandths. The Currency Board has power to 
issue the necessary coins, as well as notes in sudstitution 
for the Egyptian paper already in circulation. It appears 
that the notes will be backed in the main by British or 
Dominion Government securities. A small premium may 
be charged by the Board on transfers of funds between 
London and Palestine. The headquarters of the Board 
will be in London, but a local representative is to 
be appointed. The plan follows in some respects the 
recommendations of the Currency Commission which 
presented its report in June, 1924. 


THE Reichsbank has recently extended its arrangements 
for remittances to financial centres in foreign countries. 
. Firms having a givo account with the 
omen mie Reichsbank may now remit funds to Austria, 
eo ae Hungary, Czechoslovakia, Holland, Danzig, 
Switzerland, Denmark, Norway and Sweden 

through the respective central banks, a small commission 
being charged by the latter. It is not necessary for the 
recipient of the funds to have a givo account with the 
central bank in his own country. For purposes of giro 
business, and as a consequence of statutory restrictions 
on the granting of credits by the Netherlands Bank, the 
Reichsbank must maintain with the Dutch institution a 
balance sufficient to meet current remittances on behalf 
of customers. 
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A THIRD combination between Australian banks was 
announced early in March. Subject to shareholders’ 
: consent, the English, Scottish, and Austra- 
Australian jjan Bank will absorb the Royal Bank of 
a a Australia as from April 1. The latter 
usions ° ° ° . ° 
institution was founded in 1888, and has 
ten offices, mainly in Victoria, in addition to one in 
London. Its paid-up capital is £750,000 and reserve 
fund £630,000, while deposits at the end of September 
last amounted to £5 millions. The absorbing bank, 
which has its head office in London, dates from 1852 and 
operates through nearly 400 offices throughout Australia. 
With a paid-up capital of {2} millions and a reserve 
of nearly £2 millions, its deposits amounted to nearly 
£28 millions at the end of June, 1926, while debenture 
and inscribed de posit stocks stood at over £2 millions. 
The fusions between the Commercial Banking 
Company of Sydney and the Bank of Victoria (see Feb. 
issue) and between the Bank of New South Wales and the 
Western Australian Bank (see March issue) have both 
been approved. The former takes place as from March 22 
and the latter as from March 29. 


On February 17 the Chancellor of the Exchequer 
announced that the French Government had undertaken 
’ without prejudice to the ratification of the 
a main agreement (see Sept. issue), to pay to 
P ~ the British Government two instalments of 
millions each during the financial year 1927-28. 
lis is equivalent to the sum due under the Caillaux- 
Churchill agreement. As regards the debt covered by 
gold deposited with the Bank of England during the 
war, it is understood that conversations on the subject 
took place during the visit of the Governor of the Bank 
to Paris early in March. 

Shortly after the British agreement was published it 
was made known that a similar arrangement had been 
arrived at in connection with the debt to the United States. 
A sum of $10 millions on the war debt alone will be paid 
on June 15, but payments in respect of the debt on war 
stocks will proceed as already arranged, so that altogether 
$30 millions will be remitted during the year. This 

again is equal to the annuity payable under the 
AA 2 
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Mellon-Bérenger agreement, while here also the question 
of ratification remains open. 


THERE appeared in the English press on March 12 
particulars of a statement signed by 116 members of 
American the faculty of Princeton University giving 
Manifesto unqualified support to the manifesto on 
on Allied Allied Debts issued by members of Columbia 
Debts University in December last (see Feb. issue). 
In reply to this dual plea for reconsideration of the 
settlements, the Secretary of the United States Treasury 
expressed the view that a re-opening of the question 
would tend towards discord and confusion rather than 
stability and increasing world prosperity. He also 
contended that the principal debtors were already 
receiving more on account of reparation than they were 
paying to the United States in respect of the debts—a 
statement which has aroused considerable controversy 
on both sides of the ocean. The relevant figures for this 
country were given in a statement by the Chancellor of 
the Exchequer in the House of Commons cn March 22. 


AFTER considerable delay the majority and minority 
reports of the committee appointed in March, 1924 
Colwyn ‘to consider and report on the national 
Committee debt and on the incidence of existing 
Reports taxation” were issued towards the end of 
February. (Cmd. 2800 of 1927, H.M. Stationery Office, 
7s. 6d.) They constitute a bulky volume, containing a 
mass of information and the results of careful and 
prolonged investigation. Among the most interesting of 
the majority’s conclusions as to the burden of the debt 
and taxation are these: first, “‘that the post-war taxes 
do not appear to have reduced the average or 
general standard of living of the working classes below 
the pre-war level”; and second, “that the increased 
direct taxes have contributed appreciably to a pro rata 
decline in saving . . . below the pre-war amount.” The 
majority recommend, among other things, that the 
statutory sinking fund should be raised as early as 
possible to £75 millions and by degrees to £100 millions 
per annum. They pronounce against the issue of con- 
version loans at a large discount. As regards taxation, 
one recommendation is that future relief should first 
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be applied to a reduction in the sugar duty. The 
minority of four out of the twelve members recommend 
a special additional annual charge on investment incomes 
for the purpose of debt redemption, the yearly amount to 
be aimed at being set at {100 millions. The suggestion 
is made that further sums for the same purpose might 
be obtained by extending the present system of death 
duties. It is not yet known to what extent the majority or 
minority proposals are to be adopted by the Government. 


THE quantity of new issues this year is not up to the 
level reached in the early part of 1926. According to 
.. , the Midland Bank’s statistics, the totals for 
a he noe both January and February were below 
those for the corresponding periods of last 
year. The decline was registered mainly in issues 
for home purposes. During the month to mid-March 
the flow of municipal and similar stocks received a check, 
substantial proportions of the amounts offered being left 
with underwriters in some cases. The London and North 
Eastern Railway's {5 millions of 5 per cent. debenture 
stock, issued at g5, was fully subscribed by stockholders. 
Some industrial issues were well received, though in 
more than one case large amounts were left with 
underwriters and scrip fell toa marked discount. A large 
new financial trust was given a warm welcome, while 
several existing institutions made new issues on advan- 
tageous terms to shareholders. A colliery issue of 
mortgage debentures was over-subscribed. 


On February 17 the Bank of France, while leaving its 
discount rate unchanged at 54 per cent., lowered the 
rate for advances on security from 8 to 
7S See 7 per cent. A reduction from 5} to 5 per 
ges cent. in the discount rate of the National 
Bank of Czechoslovakia became effective on March 8, 
the rates on advances undergoing a similar fall. The 
Bank of Japan on March g reduced the minimum discount 
rate on commercial bills by 0:2 sen per I00 yen per day, 
that is, from 6°57 to 5°84 per cent. per annum. Kates on 
advances were "also lowered. This movement took place 
almost immediately after the occurrence of the recent 
earthquake. The Bank of Poland reduced its discount 
rate by 3} to 8} per cent., and the rate on advances 
similarly, on March 11. 





THE BANKER 


Bankers and the Law 
By Our Legal Correspondent 


N dealing with the accommodation accorded to 
limited companies a very common course adopted by 
bankers is to take as security a debenture from the 

company reinforced by the personal guarantee of the 
directors or one or more of them. A case recently decided 
in the Courts affords an instance of a risk attaching to 
this familiar practice, which calls for some comment and 
may, we think, without due examination, give rise to 
some misconception. We refer to the case of Victors, 
Ltd. (in liquidation) v. Lingard and others, reported 
in the last issue of the Law Reports (1927) 1. Chancery 
323. The action was brought by the liquidator of the 
company against the Midland Bank and its two nominees 
(Lingard and Mare), who held first debentures for £30,000 
issued by the company to secure its overdraft and charged 
to the bank, and the claim was that the debentures were 
invalidly issued and to have them declared void. It is 
true that in this particular case the bank won, but the 
victory was not due to establishing the debentures as 
valid, but to the finding of the judge (Mr. Justice Romer) 
that the subsequent history of the sieneartinee between 
the company and the bank created an estoppel precluding 
the liquidator from relying on the invalidity of the 
debentures. But for this estoppel (which might not be 
available in all cases) the decision would have gone against 
the bank, who would have found the debentures to be 
merely wastepaper. Hence it is of importance to examine 
the case. 

We have no need to go into the facts which constituted 
the estoppel—indeed, they are not reported—and the 
value of the case is on the main point of whether, in the 
circumstances of the case, the debentures were valid and 
reliable as security. On this point the case turned upon 
the question whether, on the proper construction of the 
Articles of Association and the facts of the case, directors 
who had personally guaranteed an overdraft could vote 
upon a subsequent issue of debentures to the bank by 
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the company securing the overdraft they guaranteed. 
The particular article in question was the familiar form 
which provides that although upon a proper disclosure 
of interest no director shall be disqualified from entering 
into contracts with the company yet “‘no director shall 
vote as a director in regard to any contract, arrangement 
or dealing in which he is interested or upon any matter 
arising thereout and if he shall so vote his vote shall not 
be counted nor shall be reckoned for the purpose of con- 
stituting a quorum of directors.’’ The directors who had 
guaranteed the overdraft did, in fact, vote on the resolu- 
tion on which the debentures were issued, and the judge 
(Mr. Justice Romer) held that they were “interested” 
in the arrangement come to with the bank as to the issue 
of the debentures and that the resolution providing for the 
issue of the debentures was a nullity, and that the 
consequence was that the debentures were void. To 
appreciate the precise position it is desirable to 
summarize the facts of the case, which we take from the 
learned judge’s judgment. 

In May, 1920, the directors of the company (chemical 
manufacturers) agreed with their bankers, the Manchester 
branch of Lloyds Bank, for an overdraft of £25,000, 
which that bank would grant only on the conditions of a 
debenture of the company as security. The directors were 
not then willing to do this, and approached the Manchester 
branch of the Midland Bank (then the London City and 
Midland) asking for the same overdraft on the personal 
guarantee of the directors. It appeared that in forwarding 
the formal application to the head office, the Manchester 
branch in a covering letter made some reference to a 
debenture to be given to the bank if required, but the 
judge found, as a fact, that this was no part of the 
formal proposal and was never part of the arrangement, 
which was merely that the security offered was the joint 
and several guarantee of the five directors. There was 
an amended proposal in the same form, but with the 
addition of the following statement: “‘the company’s 
undertaking not to issue debentures without the bank’s 
consent.’”’ In accordance with this amended proposal the 
Midland Bank assented to the overdraft; the guarantee 
was given by the directors; and the directors also passed 
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two resolutions : (1) That in consideration of the grant of 
the stipulated overdraft no debentures should be issued 
or any further mortgage or charge created on the assets 
without the assent of the bank; and (2) that in considera- 
tion of the directors having given the guarantee the com- 
pany should on demand by them issue to them debentures 
to indemnify them. A copy of the former of these reso- 
lutions was sent to the bank. By October, 1921, the 
overdraft amounted to £26,000, and it was found by the 
judge that the bank relied on the personal guarantee of 
the directors, plus the company’s undertaking contained 
in the former resolution. 

The second resolution was never acted upon, but at a 
subsequent date the directors, who wanted more money 
for the company, decided to ask the bank to consent to 
the issue of a series of second debentures provided that 
first debentures to the amount of £30,000 should be issued 
to the bank as additional security for the overdraft. 
The bank ultimately agreed to this course, and a resolu- 
tion was passed by the directors to the effect that first 
debentures be issued to the bank for £30,000 as security 
for the overdraft, and second debentures for £35,000 
should be issued as and when required. In accordance 
with this resolution and with the assent of the bank, the 
directors duly issued the first debentures to the bank, 
and they were registered in the names of the bank’s 
nominees, Lingard and Mare, and the company executed a 
memorandum of deposit charging these debentures in 
favour of the bank to secure the overdraft. 

On these facts Mr. Justice Romer held that the direc- 
tors in voting for the resolution issuing the debentures 
were voting on a transaction in which they were 
“interested”’ within the meaning of the article we have 
summarized above. He said : “ Looking at the article it 
seems to me its object was to ensure to the company that 
its directors should not be placed in a position in which 
their personal interests might be in conflict with their 
duty to the company, and that in all transactions entered 
into by them on behalf of the company, the company 
should be able to rely upon their unbiased and independent 
judgment. Now, it cannot be doubted that each of the 
directors, if he merely consulted his own interest, must 
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have desired to see the bank protected by debentures as 
soon as possible. From the point of view of the company, 
however, it was, at any rate, a debatable point whether 
debentures should be issued to the bank, even though such 
issue was the only way for the company to obtain the 
consent of the bank to raising fresh capital by the issue 
of second debentures.’ And the judge, in explaining 
the facts said: “It would appear . . . that the idea of 
issuing debentures to the directors themselves had been 
abandoned, and further that they were desirous of raising 
money on debentures for the purposes of the company. 
This, of course, they could not do without the consent 
of the bank, and the proposal that part of the dehentures 
should be left with the bank as additional security was 
made in part, no doubt, for the purpose of inducing the 
bank to give the necessary consent. But it is, of course, 
obvious that the issue of debentures to the bank would 
be of indirect benefit to the directors as guarantors of the 
overdraft.’ The judgment, therefore, proceeded on the 
ground that as the directors were already under personal 
obligation to the bank, by their guarantees of the over- 
draft, they were “interested” within the meaning of the 
Articles of Association, and could not legally vote upon 
the arrangement whereby the company gave additional 
security to the bank in respect of the same overdraft. 
Had the usual course been followed of an entirely original 
transaction whereby the bank took a debenture on the 
condition that it was reinforced by personal guarantees 
of the directors, we apprehend the transaction would 
have been in order. The sequence of events and the facts 
in the case just decided were a different matter—the 
first debentures were, in effect, a subsequent transaction 
and to the advantage of the directors in regard to their 
personal guarantees. 

Another case of considerable interest was decided in 
favour of the bank concerned by Mr. Justice Mackinnon on 
March 7 in the King’s Bench Division. It was reported in 
the ‘‘Times” newspaper of the next day at some length, 
and calls for notice as the issues involved a discussion as to 
the applicability of section 82 of the Bills of Exchange 
Act toa bank in England acting as agent for a foreign bank 
in collecting a cheque, the payees’ indorsement of which 
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had been forged. Secondly, the crossing ‘‘a/c payee only”’ 
was again in evidence on the allegation of negligence 
against the collecting bank. And, thirdly, a decision has 
been given that one bank may be the “customer” of 
another bank within the meaning of the section. 

The case in question is Importers Company v. West- 
minster Bank, Ltd., and the facts may be summarized 
as follows: The plaintiffs bought paper from manufac- 
turers in Germany, and their practice was to pay by 
order cheques drawn on their bank in England (the 
National Provincial), made payable to the particular 
manufacturer. These cheques they transmitted to one 
Schulz, as their agent, whose duty it was to hand the 
appropriate cheque to the particular manufacturers 
concerned. The cheques were crossed, and added to the 
crossing were the words, “‘a/c payee only.”’ Schulz, in 
a number of cases, instead of handing over the cheques 
to the payee, forged the name of the manufacturers by 
way of indorsements ; added his own name beneath ; paid 
them into his own private account at Heilmann’s Bank, 
Dresden, and misappropriated the proceeds. Heilmann’s 
Bank indorsed the cheques over to the Westminster 
Bank, their agents in England, for collection : “Order of 
Westminster Bank, value in account.’’ The Westminster 
Bank, having indorsed the cheques, collected them from 
the National Provincial Bank, and credited Heilmann’s 
Bank accordingly. Schulz became bankrupt and 
Heilmann’s Bank also became insolvent, and the plain- 
tiffs, who were still liable to the German manufacturers, 
sued the Westminster Bank, Ltd., for conversion of the 
cheques. 

The bank relied on section 82, and pleaded that 
Heilmann’s Bank was their customer, and that they had 
acted in good faith and without negligence in collecting 
the cheques. In the alternative, they said Heilmann’s 
Bank was the bank that had received payment of the 
cheques and they were only collectors for them, and that 
the words, “a/c payee only,” were a direction to 
Heilmann’s, and not to them. Also they pleaded that 
according to the ordinary course of business the cheques, 
being payable abroad, would always have to be presented 
through an English collecting bank. Further, they had 
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remitted to Heilmann’s Bank the proceeds of the cheque 
before they had any notice of the plaintiffs’ claim. 

For the plaintiffs it was said that the defendants did 
not act without negligence because they did not ascertain 
that the proceeds went to the “payee only’’; that they 
did not ‘“‘receive’”’ payment within the section, but only 
collected, and it was Heilmann’s who “ receiv ed” ; that 
if they did “receive” they did not do so for a “ customer, 
as it was never intended by the section to include in that 
term one bank dealing with another as correspondent or 
agent. 

Mr. Justice Mackinnon found against the plaintiffs on all 
these contentions, and held that the defendant bank were 
“receiving” payment for a “‘customer,” and that, there 
being nothing in the indorsements to arouse suspicion, 
they were not negligent in assuming that the payee was a 
customer of Heilmann’s Bank, who were collecting it in 
the ordinary course for him. Accordingly, the defendant 
bank was within the protection of the section, and he gave 
judgment for them with costs. The facts of this case are 
the more interesting because they bear upon problems 
discussed by Sir John Paget, Bart., K.C., in his “‘ Law of 
Banking,” third edition, at pp. 182. ~3 and at pp. 306-7— 
to which we refer our readers by way of comment. 

At first sight it surely seems a little straining of lan- 
guage to say that in such a case as this, Heilmann’s Bank 
was the ‘‘customer” of the Westminster Bank, but the 
latter bank’s plea to that effect prevailed. True, Heil- 
mann’s had an account with the Westminster, but no one 
in ordinary business would speak of them as a customer of 
the Westminster. On the other hand, it would appear 
to be a hardship if in such a case the protection of section 
82 were not available. The learned judge seems to have 
had no doubt about the matter; for referring to the 
argument that the word “customer” was not intended to 
include another bank, he is reported to have said that 
“he saw no reason whatever for so limiting the meaning 
of the word customer . . . it would, indeed, be impossible 
to define precisely what was meant by a customer if the 
plaintiffs’ contention were upheld.” 

With respect to the words, ‘‘a/c payee only,” it was 
contended against the bank that they did not act without 
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negligence in that they should have ascertained that 
they were actually receiving on account of the payee and 
further, that the indorsements ought to have put them 
on inquiry. Certainly the general rule observed in banks 
is to give effect to this unauthorized crossing of “a/c 
payee only,” which has been judicially decided more 
than once to be a direction to a collecting banker which, 
to disregard, may be negligence. And in the case now 
under consideration the cheque apparently bore not 
merely what purported to be the payee’s indorsement, but 
an indorsement by Schulz. The judge, however, held 
there was no negligence. He said that there was nothing 
in the indorsements to make the defendant bank sus- 
picious ; the cheques were indorsed with the name of the 
payee and the name of Schulz was added beneath it, and 
the defendants might perfectly well suppose that Schulz 
was the cashier or the managing director of the manufac- 
turer concerned. As for the effect of the words, “a/c 


payee only,” there was really nothing to suggest that that 
mandate was being departed from. The defendants 
might naturally suppose that the particular manufac- 
turer was a customer of Heilmann’s Bank and had paid 
the cheque into his account there, and that Heilmann’s 


were collecting it in the ordinary course. There was 
nothing, therefore, so the judge held, to support the 
suggestion of negligence. 

The judgment is a welcome one from the banking point 
of view as tending to a broad and common-sense view of 
the kind of facts on which it was made. Another judge 
might have viewed the name of Schulz being added as 
some indication that the proceeds were not to go to the 
payee, but to Schulz. It was certainly open to two inter- 
pretations. Mr. Justice Mackinnon has given the bank 
the benefit of the most favourable view of the facts. As 
regards “‘a/c payee only,” it would not be wise to in 
any way alter the view generally taken by collecting 
bankers of its effect in the ordinary business of collect- 
ing cheques for a customer. Each case must depend on 
the interpretation of its own facts, and if Mr. Justice 
Mackinnon was right in this case, and the transaction 
was reasonably capable of being regarded as a collection 
for the payee’s account, his conclusion followed. 
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International Banking Notes 


Central Bank Results.—Two of the recently established 
central banks, viz. the Czechoslovak National Bank and 
the Banco de Mexico, have just published their first 
balance-sheet, showing in both cases a satisfactory year. 
The former, which was established in April 1926, earned 
in less than nine months, 31,519,247 crowns on a paid-up 

capital of 406,800,000 crowns. It will distribute a 

dividend of 6? per cent. The Banco de Mexico’s net 
profits amounted to 3,223,381 pesos. Holders of “B”’ 
shares will receive a dividend of 6 per cent., while the 
Government will receive 3} per cent. on its holding of 
“A” shares. The new French Colonial banks, which 
are replacing the Bank of France notes with their own 
notes, were also fairly successful. 

Among the old central banks, the Bank of Spain had 
a satisfactory year. The increase of its net profits from 
97,055,309 pesetas to 103,497,979 pesetas is all the more 
significant as in the meantime the peseta has undergone 
considerable appreciation. Other central banks were 
less fortunate. The Austrian National Bank’s profits 
are, at 18,210,000 schillings, 590,000 schillings less than 
in 1925. The dividend remains unchanged at 10} per 
cent. The Bank of Portugal’s net profits for last year 
amounted to 41,232,062 escudos, as compared with 
42,239,963 escudos for 1925. Its dividend has been 
reduced from 38 per cent. to 36 per cent. The Swedish 
Riksbank closed the year with a net profit of 17,250,000 
kronor, as against 19,070,000 kronor for 1925. The 
Bank of Norway earned a net profit of 13,000,000 kroner, 
notwithstanding its loss of 19,600,000 kroner suffered 
through its attempt to stabilize the exchange. It will 
distribute a dividend of 8 per cent. The net profits 
of the Bavarian Note Bank—which recently came under 
the control of the Bavarian State Bank—declined from 
2,590,000 reichsmarks to 1,930,000 reichsmarks. 


American Capital Increases.—The action of the 
Guaranty Trust Co., in raising its capital from $25,000,000 
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to $30,000,000, and its reserves from $20,000,000 to 
$30,000,000, is regarded as a characteristic sign of the 
change in the methods of expansion in American banking. 
1926 was the year of amalgamations, and the tendency 
was expected to continue during 1927. Several fusion 
schemes have, however, been abandoned; it has been 
realized that they are often too expensive a method of 
expansion, as they involve large share purchases in the 
open market at unreasonably high prices. Competition 
between the leading banks for the supremacy has now 
taken the shape of increasing their own capitals, and, 
as was the case of the National City Bank and of the 
Bank of Italy, absorbing their own subsidiaries. During 
the last few months, several banks and trust companies 
increased their capital, so as to adjust it to the increase 
of their deposits, and a number of similar changes are 
expected to take place in the near future. 

Another aspect of the increase of the Guaranty Trust 
Company’s capital and reserve fund from $45,000,000 
to $60,000,000 is that the transaction has restored the 
supremacy of that institution among American trust 
companies with regard to the magnitude of its capital 
resources. It occupied the first place until December, 
1926, when it has been overshadowed by the creation 
of the American Exchange Irving Trust Co., with a 
capital of $32,000,000 and reserve funds of $20,000,000. 
The third place is occupied by the Equitable Trust Co., 
with a capital of $30,000,000 and reserve fund of 
$18,000,000. The Bankers’ Trust Co. is the fourth with 
a capital of $20,000,000 and reserve fund of $20,000,000. 
The Central Union Trust Co. is fifth with a capital of 
$12,500,000 and reserve of $25,000,000. 


French Banks’ Good Year.—During the depreciation 
of the franc, the increase of the nominal amount of 
French banking profits lagged behind the rise of the 
price level. Despite the recovery of the franc during the 
second half of 1926, there is a fair scope of a further rise 
of banking profits before they become readjusted to the 
new level at which prices and incomes will settle down 
eventually. The process of readjustment has made 
headway in 1926. Practically all French banks show 
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larger profits. The Crédit Lyonnais, for instance, earned 
in 1926 49,173,517f. as against 42,928,14o0f. in 1925. 
Its dividend has been increased from 8of. to gof., that 
of the Comptoir National d’Escompte from 6of. to 7of. 
The bangues d'affaires had also larger earnings; the 
Banque de Paris et des Pays Bas increased its dividend 
from 8of. to 85f., while the Banque de l’Union Parisienne 
will distribute 55f. instead of 45f. Smaller Paris banks 
and provincial banks shared the prosperity of the leading 
institutions. 

Foreign financial interests have realized the investment 
possibilities provided by French banking shares, and the 
demand on foreign account assumed such dimensions 
that several banks considered it necessary to take steps 
to maintain their control in French hands. The Société 
Générale and some other banks intend to issue new shares 
with plural votes, which can be owned only by French 
citizens. 


German Banks’ Larger Profits —Most German banks 
had a good year, mainly owing to three circumstances. 
They benefited by the trade revival caused by the British 
coal stoppage. Their profits on stock exchange trans- 
actions have increased owing to the increase of speculative 
activity during the greater part of the year. Last but 
not least, they have taken a larger share in the profits 
on German borrowing. While in 1925, most German 
loans were placed abroad, in the course of last year an 
increasing proportion of loans were floated in the domestic 
market. Even the external loans yielded considerable 
profits to German banks, for, instead of negotiating 
direct with German would-be borrowers, as they did in 
1925, American banks negotiated last year mostly through 
the intermediary of German banks. On the other hand, 
the margin of profits on credits has narrowed down, 
owing to the decline of interest rates. 


Italian Balance-sheets—The balance-sheets of the 
Italian ‘‘big four’’ shows an increase of net profits as 
compared with 1925. In the case of the Banca Commer- 
ciale Italiana, the increase is over 11,000,000 lire. It is 
remarkable that, notwithstanding the slump of their 
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security holdings, which reached its lowest point towards 
the end of 1926, they are able to show higher profits. 
Possibly the securities were not valued on the basis of 
their prices on December 31, as in the meantime very 
marked recovery has taken place. It is also possible that 
the apparent losses suffered through the depreciation of 
their holdings were balanced with the aid of the hidden 
reserves which are known to be considerable in the case 
of at least two of the four banks. As was expected, the 
balance-sheets took no notice of the forced conversion 
of the Treasury Bills held by the banks, which is regarded 
by agreement as having taken place after the turn of the 


year. 


Dutch Banks’ Capital Increase—Within the last few 
weeks, two of the foreign-controlled Dutch financial 
houses announced their intention of increasing their 
capital. The International Bank of Amsterdam, in 
which British capital is also interested, will increase its 
capital from fl.14,000,000 to f1.16,000,000. The new 
shares will be taken over at a premium of 50 per cent. by 
the Paris and New York houses of Messrs. Lazard Fréres, 
and by the Berliner Handels-Gesellschaft.. The Amster- 
dam banking firm, N. V. Hugo Kaufmann & Co.’s Bank, 
which is controlled by the Commerz- und Privatbank, 
will increase its capital from fl.1,500,000 to f1.2,500,000. 
These two banks, as well as most other Dutch banks, hada 
satisfactory year. The Rotterdamsche Bankvereeniging 
was able to resume the payment of a dividend, despite the 
ample provisions it made for the writing-off of doubtful 


debts. 


Belgian Banks’ Larger Profits —The net profits of 
practically all Belgian banks show marked increases. 
In many cases, they are more than 50 per cent. above 
the corresponding figure for 1925. The dividends have 
been increased accordingly. The Banque d’Outremer 
will distribute 78f. tax free, as against 54.60f. for the 
previous year. It will increase its reserves by 15,000,000f. 
to 100,000,000f., which is equal to its share capital. The 
Banque d’Anvers, which celebrates this year its cen- 
tenary, has nearly doubled its profits. Several capital 
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increases are expected to take place in the near future; 
among others, the Crédit Colonial Commercial will raise 
its capital from 21,000,000f. to 30,000,000f. 


Scandinavian Banking.—Swedish banks had, on the 
whole, a fairly good year. The Svenska Handelsbanken 
has increased its profits from 12,476,507 kroner to 
13,614,120 kroner. Its dividend, as that of most other 
Swedish banks, has been maintained at its previous year’s 
figure. On the other hand, Norway has not yet got over 
her post-war banking difficulties. Quite recently, two 
small banks have been placed under public administra- 
tion. During 1926, the Norwegian Government assisted 
banks in difficulties to the extent of 94,700,000 kroner. 
The Central Bank received 16,660,000 kroner, the Ander- 
sen and Bergens Kreditbank 34,000,000 kroner, and the 
Handelsbank 21,000,000 kroner. In Denmark negotia- 
tions for the reconstruction of the Landmandsbank are 
still in course. Several British and American financial 
houses have submitted offers concerning the issue of 
a share capital of 60,000,000 kroner, on the condition 
that the Government will definitely liquidate its position 
in relation to the bank. 


Events in the Succession States.—-Under the name of 
“Banca Solului si Subsolului Roman,” a new bank has 
been established in Bucharest, with a paid-up capital of 
100,000,000 lei, with the object of financing the oil 
industry. The net profits of the leading Roumanian 
banks show an increase. On the other hand, many 
Jugoslav banks showed smaller profits than for 1925, 
and in many cases the dividend had to be reduced. 

Hungarian banks had a fairly good year, and most of 
them are increasing their dividend. This is attributable 
in part to the reduction of the tax on dividend, which has 
hitherto been prohibitive in the case of shares of small 
denomination. The outstanding banking event is the 
absorption of the ‘‘Mercur’” Exchange Office by the 
British-Hungarian Bank. Several banks will increase 
their capital; among others, the Hungarian Discount 
Bank will raise its capital from 8,000,000 pengo to 
12,000,000 pengo. In Austria, the absorption of the 
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Unionbank and the Verkehrsbank by the Oesterreich- 
ische Bodenkreditanstalt is being completed. To this 
end, the latter’s capital will be increased from 30,000,000 
schillings to 45,000,000 schillings. 


Developments in Poland.—The crisis of 1925-26 has 
eliminated the weak banks, while those which weathered 
the storm are recovering from its effects, and are 
consolidating their position. The Bank Przemyslowy 
of Warsaw has recently undergone a reconstruction. Its 
capital has been written down to 1,800,000 zloty, and has 
been subsequently raised to 6,000,000 zloty. Whereas 
small banks had, on the whole, a bad year, the leading 
banks have made satisfactory progress. The profits of 
the Bank Gospodarstwa Krajowego, a Government- 
controlled institution, increased from 234,000 zloty to 
416,000 zloty. The Bank Handlowy produced a net 
profit of 1,527,458 zloty, as compared with a net loss of 
5,503,852 zloty for 1925. Its capital has been reduced 
from 10,000,000 zloty to 7,500,000 zloty. There is much 
talk about its amalgamation with another Polish bank, 
under the auspices of foreign banking interests. 


Japanese Bank Failures 


The month of March has been one of the blackest 
periods in Japanese banking history. Panic-stricken 
depositors, alarmed by the delay of the Diet in passing 
the earthquake votes and the Government Readjustment 
Bill, rushed to withdraw their accounts from the banks, 
with the result that twelve of thesmaller Japanese banks,— 
including the Murai, Watanabe, Nakai, Soda, Nakazawa, 
Eighty-fourth, Akaji and Hirobe Banks,—have been 
forced to suspend payment. The total deposits of these 
banks amount to about {£18,000,000. The intervention 
of the Government and the Bank of Japan has done much 
to stem “runs” by alarmed depositors. None of the 
larger Japanese banks has been affected. 
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Issuing Methods in London 
and New York 


By Paul Einzig 


in the marketing of international securities will 

play a very important part in the financial develop- 
ments of the next few decades. The considerable differ- 
ence between the methods employed here and in the 
United States is by no means an obstacle to closer co- 
operation, provided that each side possesses an adequate 
knowledge of the other’s methods. 

The difference is largely due to the different habits of 
investors on both sides of the Atlantic. Through experi- 
ence during many generations, British investors have 
become accustomed to taking up new loans. This prac- 
tice is of comparatively recent origin in the United States, 
where even a generation ago the great majority of 
capitalists did not invest in anything except their own 
farm or enterprise. Even now, after having absorbed an 
unprecedented amount of new securities during the last 
two decades, the American investor does not. as a rule, 
respond to an appeal for fresh funds, unless it is supported 
by a supreme effort of perfect sale smanship. 

British banks need not go out of their way to induce 
the public to take up new loans. All they have to do is 
to advertise the issue, and keep the list open for a period 

varying between a few minutes and a few days. Even if 
the response is unsatisfactory, the amount left with the 
underwriters is gradually bought on the Stock Exchange 
by the public, at a lower price, perhaps, but without any 
particular effort to induce them to do so. In the United 
States, on the other hand, thousands of bondsellers have 
to employ all their skill, local knowledge, and persuasive 
power to induce investors to buy the newly-issued securi- 
ties. While over here there is a great deal of prejudice 
against the “half-commission man ”’ calling at the private 
residence of potential investors, in the United States 
to be a bondseller is an entirely approved occupation, 
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much in favour among university graduates. Without 
the aid of an army of bondsellers, it would be impossible 
there to place any loan, except on highly onerous terms. 

As a rule, one single American house, however well 
equipped, is unable to cope with the task of placing a 
large issue without the aid of a great number of other 
firms. Hence the need for the organization called “ selling 
syndicate,’’ and for a peculiar system whose aim is to 
facilitate the selling syndicate’s work. The loan is 
“bought” from the borrower by a bank or a syndicate, 
which sells it at a profit to a banking group. The task of 
this second organization, of which the members of the 
original syndicate are usually also members, is to sell 
the loan, not to the public, but to the selling syndicate. 
It is the members of this second syndicate who sign the 
prospectus of the issue. They usually participate in the 
selling syndicate; with the exception of two or three 
houses, every American issuing house has an organization 
for retail distribution of the bonds. Some of them are 
so wel! equipped that they would be able to place small 
and medium-sized loans without the aid of other firms. 
They form, nevertheless, a selling syndicate on every 
occasion, for they are also desirous of participating in the 
selling syndicates of other houses. 

In London there is no institution which would 
correspond to the selling syndicates in New York. Their 
task can be described as similar to that of our under- 
writers, with the difference that they are called upon to 
take over their share of the issue in any circumstances, 
not merely if the response of the public is unsatisfactory. 
British houses wishing to participate in New York issues 
ought to bear this in mind. Recently a well-known 
American issuing house gave a participation in one of 
its issues to a London firm, and when the latter was 
called upon to take over its portion it replied that it was 
only prepared to do so if the loan failed, and to the extent 
to which it was not covered by applications. This 
case is probably an isolated one, but it duly illustrates the 
need for a better knowledge of American issuing methods. 

When the issue is advertised it is not the public which 
applies for it, but the would-be participants in the selling 
syndicate. Even if their applications cover the whole 
amount available, the loan is far from being placed yet. 
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From the banking group’s point of view, the issue is 
completed, but the real task of placing the loan will only 
begin then. It is of great importance to bear in mind 
that the operation which is termed in New York as the 
issue of the loan corresponds merely to underwriting 
arrangements in London. If it is announced from Wall 
Street that a loan was heavily over-subscribed, it only 
means that applications by members of the selling 
syndicate exceeded the amount available. It does not 
mean that the issue was successful. A loan may be amply 
covered by applications from dealers, and in spite of that 
it may not be taken up by the public. The 7 per cent. 
Italian loan of 1925 provided a characteristic example 
of such cases. On the day its prospectus was published, 
New York cables announced that it was heavily over- 
subscribed. Investors on this side, who bought some on 
the assumption that the loan was a success, had a rather 
unpleasant surprise when they learned later that the 
selling syndicate was still in possession of the major part 
of the bonds. As soon as the syndicate was dissolved the 
loan dropped to a heavy discount. In order to avoid 
similar disappointments, it would be desirable if, in 
Wall Street cables, the terms “fully subscribed” or 
‘“‘over-subscribed”” were not used in connection with 
the process of placing the loan with the selling syndicate. 
As in this country the meaning of these terms is that the 
loan was taken up by the public their use for indicating 
the result of an operation which corresponds to under- 
writing is very misleading. 

The selling syndicate is usually formed for a period 
of two months. During its lifetime its members are not 
allowed to sell the bonds under the official issue price. 
They have to place the bonds well, so that they should 
not be offered in the market while the syndicate is in 
existence. If any bonds are offered for sale below issue 
price the brokers acting on behalf of the syndicate buy 
them back, and the dealer in whose name the bonds were 
registered is made responsible for them. By this 
method competition between dealers is prevented from 
assuming the shape of sacrificing part of their commis- 
sion in the interest of a quick sale. It has, moreover, 
the effect of preventing a decline of the price while the 
syndicate is in existence. It is practically equivalent 
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to a two months’ free option to subscribers of new bonds 
to re-sell them to the selling syndicate at the price of 
issue. This is a great advantage to investors, as within 
two months events may happen or facts may come to 
their knowledge which may induce them to change their 
mind. It is important, however, to realize that, while 
the selling syndicate is in existence, the price quoted 
in New York does not represent the natural market value 
of the bonds. As the syndicate does not prevent a rise 
in their price, the fact that they are quoted at their issue 
price while the syndicate exists only indicates the absence 
of a rising tendency. Possibly they may have a declining 
trend and, but for the syndicate’s intervention, they would 
be quoted at a discount. In such cases there may be a 
drop in the price as soon as the syndicate is dissolved. 
Unlike in London, in New York the newly-issued 
bonds are payable in full at a comparativ ely early date. 
As a result, there is much less “ stagging”’ there than in 
London, notwithstanding the circumstance that buyers 
have the security that, during the first two months the 
bonds will either rise or they will remain at their issue 
price. The pegging of new bonds at their issue price has 
the disadvantage of depriving the American issuing 
system of the elasticity which characterizes the British 
issuing svstem. If in this country the public considers 
the terms of a loan unattractive, it will go to a discount 
as soon as dealings begin, and will continue to depreciate 
until it has reached the level at which it stimulates an 
adequate demand. In the United States the terms cf a 
loan may be completely out of touch with market con- 
ditions, without bringing about an immediate fall in its 
price. Hundreds of firms with thousands of bondsellers 
may thus be compelled to waste their energy in trying 
to sell bonds at a price at which nobody wants them. 
Exasperated by their unsuccessful efforts, and impatient 
to realize their holding, they may be inclined to throw 
them on the market at any cost after the dissolution of the 
syndicate, which may provoke a sudden slump. To 
avoid this, in case of unsuccessful loans, the syndicates 
are sometimes renewed for another period of two months, 
which, however, sometimes only prolongs the agony. 
American issuing houses are always very keen on 
placing privately in this country part of their foreign 
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dollar loans. The firms which handle the bonds on this 
side are responsible for preventing the return of the bonds 
to the New York market during the lifetime of the 
syndicate. In this country dollar bonds are taken up 
mainly by investment trusts and insurance companies, 
as, in the absence of a public issue, the general investing 
public takes no notice of the transaction. Any attempt to 
introduce in this- country the method of placing loans 
with the aid of bondsellers is doomed to failure, in con- 
firmation of the saying that “‘one man’s meat is another 
man’s poison.’ In the past bond-selling agents were 
employed in this country mainly by company pro- 
moters and outside brokers of questionable reputation, 
so that the public regards them with suspicion even if 
they were to offer first-class investments on behalf of 
first-class houses. British investors do not want to be 
worried by their calls. The method is regarded as far 
too aggressive in a country where even circularizing is 
condemned. 

While there is little or no chance for the introduction 
of the American system here, a fundamental change in the 
United States is also unlikely. Admittedly, the Ameri- 
can public is gradually being educated to take an interest 
in new issues. In the case of some particularly attractive 
issues such as the recent Belgian loan, there was no need for 
making any effort to place them with the public, as brokers 
and dealers were flooded with orders from their 
customers. Possibly the public will become used, to a 
certain extent, to take the initiative instead of waiting 
for the call of bondsellers. No fundamental change is 
likely, however, as the present system has taken a deep 
root in the public. Even the highly educated New York 
districts—including Wall Street itself—buy a substantial 
part of their bonds through the intermediary of bond- 
sellers, which shows that financial education will not 
eliminate the system. 

The American issuing methods have their advantages 
and their drawbacks. They certainly correspond to 
requirements prevailing in the United States. The fact 
that, with their aid, American financial houses have 
placed securities to the value of milliards of dollars 
every year is in itself a sufficient justification of their 
existence. 
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Money-box Banking 
By W. E. Bates 


our great banks are essentially dignified institutions. 

They themselves would probably admit the soft im- 
peachment. Even the cynic would not deny it though he 
would, no doubt, feel called upon to explain that, in 
this particular case, dignity is a paying proposition. 

There have been occasions during the last few years 
when those in control of our banks have been tempted 
to take a tentative stride or two in new directions. 
Pioneer work is, however, essentially undignified. That 
is probably why they have been guilty of nothing which 
could fairly be stigmatized as enterprise. Enterprise 
sometimes involves leaving the batting crease to score 
a run, and banks prefer to hit boundaries. They leave 
enterprise to the industrialist, who prefers the qualifica- 
tion, and is not too keen on dignity, which he often finds 
an unrealizable asset. 

On the other hand, the banks eschew mere obstinacy. 
There is a middle course, between risky adventure and a 
refusal to stir an inch, which is wide enough to be quite 
practical. If enterprise is left to the industrialist, then 
obstinacy may be left to the politician. Banks, mean- 
while, are willing to respond to new conditions, gently 
and unobtrusively. They will not be deterred by pre- 
judice from feeling their way forward, though with all 
due caution. Whatever they do, however, they must 
never overlook for one moment the tremendous import- 
ance of studiously correct deportment. If they advertise 
(as, of course, they do) it must be without over-emphasis, 
and there must be no crude exposure of the underlying 
fact of competition. A statement of unbroken austerity, 
in letters as bold as the inscription on a tombstone, hits 
just the right note. There is tradition to be respected. 

If there are any who remain unconvinced of the 
inherent dignity of British banking methods, they cannot 
have taken proper note of the metamorphosis of the 
domestic money-box. 

A few brief years ago, and it was, at best, a mere tin 
imitation ofa pillar-box. Nowit isa portable strong-room. 


[' seems almost impossible to resist the conclusion that 








MONEY-BOX BANKING 335 


The banks, mindful of its great work as a _ prime 
inculcator of those habits of thrift on which they have 
built such a lofty superstructure of credit, have given it 
belated recognition. They have taken it clean out of 
range of the music hall comedian’s alcoholic accents, 
and hallowed it into a Home Safe. 

It is less a stroke of business than what is called a 
gesture. It is a graceful tribute to a great idea. All the 
idealism which animates our great banks has, of course, 
coyly hidden in the background, that touch of practical 
materialism without which idealism is fundamentally 
unbusinesslike. Home Safes, it may be admitted, will 
increase deposits, and so, by the processes which the 
annual meetings have so often brought to light, will 
fructify trade, stimulate exports, lessen costs of production, 
increase wages, and generally cheer up the state of industry. 
Such advantages are accidental and incidental. The pri- 
mary intention is to rescue the money-box, and to set it up 
in its rightful place as a symbol of England’s greatness. 

For it is no less. The part that the money-box has 
played in shaping the more recent chapters of our rough 
island story can hardly be exaggerated. It competes with 
the playing fields of Eton. Children once were taught 
to post their pennies before they were old enough to 
know they were worth anything, and learnt willingly 
enough, because they liked to hear themrattle. They are 
now holders of Government Stock. Many of them, if they 
could, would rattle their dividends even now. Early habits 
influence us more than we suspect. Many a man of less 
satisfactory type, who has, perhaps, carefully eradicated 
the habit of saving from his composition, may be heard to 
boast that he never forgets to post his wife’s letters. He 
is unconscious of his own tribute to his early training. 

We do not waste our time in considering the tradi- 
tional “long stocking” of the French as hosiery. Simi- 
larly, if we deal with the brightly-painted little box itself, 
we shall not forget the idea which it enshrines. It stands 
as a monument to that little thrift which grows into the 
greater thrift, missing meanness by the narrowest of 
margins, sometimes even merging into it. But the box, 
the casette, for all its beaux yeux, was no beauty. 

Nor, for its particular purpose, was it too well 
designed. There was a constant leakage. Inferior brands of 
money-box would yield their contents all too easily to a 
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bad, small boy with a table knife. Even the better 
qualities could hardly resist the blandishments of an 
even worse boy with a chopper. Distracted parents were 
constantly brought up against a fart accompli in the shape 
of a money-box with an empty stomach and a mouth 
twisted into a sarcastic smile. Bad, small boys would 
defend themselves by attacking the contention that one 
cannot steal his own money, and mothers would have great 
difficulty in extricating themselves from the ethical 
complexities of the situation. 

Not that the loss of the money was so serious. It was 
more a question of lost morale. Small boys who dissipated 
their savings in spite of parental displeasure were not 
of the type which accumulates large sums. Even so, it 
was bad, for the whole point of the money-box was 
that the withholding of small coin from the sweetshop 
was an excellent thing in itself (except, of course, for the 
sweetshop) apart from the amount involved in the 
sacrifice. Take care of the pence, the youth of the country 
were adjured, and leave the pound to inflate itself, like 
Esop’s ridiculous frog. Most of them did so, if a trifle 
unwillingly. The element of compulsion was an added 
lesson in discipline. 

When we reflect that this great national institution 
was often kept in a child’s playbox, as if it were merely 
a toy; when we realize how inadequate and unsuitable 
it was for its task; when we think of its effect on the 
national character, we may well be surprised that our 
great banks have not long ago spared a little of their 
surplus dignity to dignify the money-box. That some 
of the smaller banks, and our American cousins, actually 
took the matter up, has nothing to do with the case. 
While our “‘big five”’ left the problem untouched the 
smaller ones tackled it in vain. So little, indeed, did the 
smaller ones affect the status of the money-box, that the 
larger ones have each in turn, to judge by their announce- 
ments, been under the mistaken impression that they 
originated the idea. It has completely escaped their 
notice that there were such things as home safes even 
before the war. They are not unobservant, but the work 
was not done sufficiently thoroughly to attract their 
attention. Besides, in those far-off days, they were 
uncertain if it were not undignified to accept small 


deposits at all. 
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Now, at long last, several of them have taken up the 
matter. There will be no leakage, and small boys must 
learn to accept the situation with what resignation they 
can. Thoroughness and dignity are a powerful combina- 
tion, and small boys are not organized to resist. Uncle 
Bob, in the old days, might post his half-crown in the 
miniature pillar-box instead of handing it over decently. 
Never mind. His nephew alone knew the time of the 
next collection. Nowadays Uncle Bob hardly arrives 
in the town before the local manager is on the doorstep 
with a nickel contraption and an ingratiating smile. Uncle 
Bob expiates his uncleship by tipping a coin into the trap. 
Its slots are inscribed “abandon hope.’ Even those red- 
letter days, when the old style box used to be officially 
emptied of what had eluded the table knife, have gone 
for good. The home safe is emptied on the bank 
counter, and Uncle Bob’s half-crown, flotsam from his 
nephew’s wrecked hopes, is swept up inexorably in a 
cash-scoop. 

What the full effect of it will be when the present 
generation of small boys has grown to manhood, none 
can foresee. At present, small boys are resentful. They 
simply fail to see the profound adv antages of the impound- 
ing of Uncle Bob’s half-crown in this way. It seems to 
them callous and brutal. They are too young to realize 
that they and the half-crown are part of a system. 
Luckily they do not blame the banks. It would be un- 
fortunate if our youngsters acquired a habit, not of thrift, 
but of criticizing the banks, which the years to come could 
not eradicate. There is no danger of that. Their boyish 
scowls are all for Uncle Bob, on whom their animosity 
will, let us hope, remain centred. 

No doubt the naturally sunny disposition of the human 
boy will help him to endure this new trial. It would be 
regrettable if too many tempers were ruined, too many 
bright young lads became sullen, discontented, and ripe 
for mischief. 

One can never provide against all possible contin- 
gencies, however, and in so far as the home safe does 
such splendid work, it will no doubt be defended by the 
British Bankers’ Association. The other aspects of the 
matter concern the B.B.A. less, it would seem, than the 
BoP. 
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The Progress of a New 
Central Bank 
By Mario Alberti 


Minister Plenipotentiary, Chairman of the National Bank of Albania 


N January, 1923, the Financial Committee of the 
| League of Nations (then under the chairmanship of 

Mr. Albert Janssen, one of the managers of the 
Banque Nationale de Belgique, and afterwards Belgian 
Minister of Finance) in accordance with a request from 
the Albanian Government, considered the possibility of 
establishing a bank of issue in Albania, and drafted a 
scheme appropriate to the special conditions of that 
country. This scheme was submitted to various national 
groups, but only Italy, Belgium, and Switzerland re- 
sponded to the League of Nations’ appeal to participate 
in the monetary reorganization of Albania. 

In these circumstances the committee had to reconsider 
its scheme, and decided in March, 1924, to entrust the 
establishment and the management of the bank to an 
Italian financial group. The political situation in 
Albania made it impossible to implement immediately 
the plans of that group, but when the functions of the 
Albanian Parliament were restored, the Italian group 
was able to begin work by concluding an agreement (on 
March 15, 1925) with the Albanian Government whereby 
the group was authorized to form the National Bank 
of Albania. This preliminary agreement established 
only the general lines of the National Bank’s policy, 
but legislative sanction was subsequently given to an 
“Organic Law for the National Bank of Albania”’ and a 
“Monetary Law.’ These Bills were passed by the 
Chamber of Deputies and by the Senate of the Albanian 
Republic, on June 23, and July 5, 1925, respectively, and 
were published in the Albanian Government Gazette 
(“Fletorja Zyrtare’’), No. 36 and No. 40, of July 12 and 
31, 1925 respectively. 

On September 2, 1925, the bank was established by 
the participation of four national groups : 
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1. An Italian group (the Credito Italiano, Banca 
Commerciale Italiana, Banca Nazionale di Credito, Banco 
di Roma, and some other minor banks). 

2. A Swiss group represented by the Banque Commei- 
ciale de Bale. 

3. A Belgian group represented by the Banque Belge 
pour l’Etranger, a branch of the Société Générale de 
Belgique. 

4. A Jugoslavian group made up of the Zadrouga 
Banque de Belgrade, Banque Serbe de Zagreb, Banque 
Adriatique Danubienne, and Banque Serbo Albanaise. 

On November 28, 1925 (the Albanian national holiday) 
an inauguration ceremony was held at Tirana, where the 
first branch of the bank was opened. A few days later a 
branch was opened at Durazzo. In the autumn of 1926 
three branches were opened in places of vital importance 
to the economic life of the nation, viz. one at Scutari 
in the north, another at Valona in Southern Albania, 
and a third one at Coriza at the interior boundary with 
Greece. 

Before enumerating the problems which it has to 
solve before it can claim to have succeeded in fulfilling 
a really essential function in the life of the country, it 
is necessary to refer to the constitution of the bank. 
By its regulations the bank is established for a period 
of fifty years, but that period may be extended by 
resolution of a general meeting of shareholders. The 
capital is fixed at 12,500,000 gold francs, divided in 
495,000 ordinary shares of A. frs. 25 each, and in 
100,000 founders’ shares of A. frs. 1.25 each. The 
bank has the exclusive right to issue paper money as 
legal tender for any amount in Albania, and is authorized 
to mint and issue gold coins and other metallic coinage 
on behalf of the Albanian State. The bank is also 
authorized to conduct a general banking business, such as 
accepting and discounting bills, making advances against 
securities, goods, and precious metals, to purchase and 
sell foreign currency and foreign securities, to open 
current and deposit accounts, and to establish a savings 
bank department. The bank conducts the Treasury 
service of the Albanian Government, and it is also 
empowered to establish bonded warehouses. 

The principal work done by the bank up to the present 
time is its reorganization of the monetary system of the 
nation by introducing a new currency, the “Albanian 
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gold franc”’ and a divisional coin called the “lek” (one 
lek equals 0.20 Albanian francs). This was a difficult 
task in a country accustomed not to a monetary unit, 
but to the metallic weight of gold and silver. A reform 
of this nature is full of complications, as it is necessary 
to persuade a nation to substitute a new system for old 
and cherished customs. 

So far the policy of the Bank of Albania has been 
successful. The note circulation introduced in March, 
1926, by the issue of 5 and 20 Albanian franc notes (later 
on followed by 100-franc and 5-lek notes) has gradually 
increased, and the country is now accustomed to its 
new currency. At the same time the Albanian franc has 
gained confidence abroad. It has been regularly quoted 
on the principal Italian exchanges, where it was dealt in, 
at first, on a basis of parity with the Swiss franc and the 
dollar, and then even with a small premium over those 
currencies, according to the seasonal fluctuations which 
create an abundance of foreign currency in Albania when 
exports reach their largest proportions. The apparent 
incongruity of this over-appreciation of the Albanian 
franc, as compared with gold currencies, is due to the 
Albanian Government’s regulations prohibiting the export 
of gold. 

The average rate of exchange of the Albanian and of 
the Swiss francs on the Milan Exchange during the last 
week of November and at the beginning of December 
was 449°50 and 448°96 respectively. 

In addition to issuing banknotes, the National Bank 
of Albania has introduced gold, silver, and nickel coins, 
authorized by the “ Monetary Organization Bill,” which 
established in Albania the principles of the Latin mone- 
tary system. A number of 100-franc gold coins are now 
in circulation which, together with the 20 and 1o-franc 
gold coins at present being struck, will gradually super- 
sede the old “Napoleons” of the Latin League, which 
were, until recently, the most common coins circulating 
in Albania—5 and 2 Albanian franc pieces have also 
been put into circulation, and 1-franc silver pieces are 
now being struck. Nickel coins of 1 lek (0.20 fr.), 4 lek 
(o.10 fr.), and } lek (0.05 fr.) are also in circulation, and 
copper coins of 0.10 lek (2/100 fr.) and 0.05 lek (L/roo fr.) 
are now being issued. 

It can be maintained that the introduction of the 
Albanian banknotes and coins makes the task of monetary 
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reorganization much less difficult. It will, of course, 
be necessary to oust from circulation the currencies and 
coins of various countries used in the absence of a national 
currency. It should be remembered that these have never 
been accepted on their nominal value but on the basis of 
metallic weight. The Bank of Albania is actively engaged 
in ousting such foreign currencies and coins, especially 
the silver “Crowns” of the ex-Austrian Monarchy, of 
which great numbers exist in Albania and were used until 
recently as actual divisional coins of the “ Napoleon,” 
in spite of the fact that the comparative value of the 
two currencies changed continually according to the 
fluctuations of the price of silver in the international 
markets. 

The monetary reorganization of Albania has been 
conducted without the slightest friction. | Wholesale 
and retail prices of goods subject to large consumption 
are practically unaltered. Although the monetary re- 
formation of Albania has been the principal work of 
the bank, it has to solve other intricate and pressing 
problems, for instance, the bill of exchange, though 
already known among the Albanian traders, has been 
subject to certain conditions contrary to the principles 
of sound banking administration. In these circumstances 
the Bank of Albania has not yet been able to increase 
the credit transactions on bills of exchange, but has had 
to devote its efforts to educating the country to the 
importance of the principle of punctually meeting bills. 

It is a remarkable fact and greatly to the credit of the 
Albanian traders that the efforts of the bank have been 
widely sustained, and it is also encouraging to record that 
many excellent business transactions have already been 
effected, and that an increasing number of traders 
approach the bank for support in the development of 
sound business proposals. The bank will not fail to give 
every support to such applications. 

Apart from its connection with internal trading affairs, 
the bank has to devote much attention to the foreign 
trade of Albania, for a country with little industrial 
development is compelled to import the greater part of the 
manufactured goods necessary to meet national require- 
ments. The bank has founded the Society of Bonded 
Warehouses of Albania, which controls warehouses at 
Durazzo and Scutari, and will probably open others in 
various parts of the country. 
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Some Branches of Barclays Bank 


(Dominion, Colonial and Overseas) 


By Professor C. H. Reilly 


\ , JHEN an English bank buys the buildings of a 
number of Colonial banks in various parts of 

the world it must expect, on the whole, to obtain 

rather a varied lot of premises. Thisis what has happened 
to Messrs. Barclays. With the Colonial Bank at Antigua 
they became possessed of a charming little market hall 
with an arcaded loggia in front of it; with the bank they 
have bought at Pietermaritzberg they gained a large 
banking hall more suited to a swimming bath or gym- 
nasium than to anything else. At Paarl, thev bought 
from the National Bank of South Africa a Dutch farm- 
house; and at Port Elizabeth took over from the same 
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bank a gay and nondescript building which might be 
the premises of a sporting club. Messrs. Barclays cannot 
therefore be praised or blamed for these buildings. All 
they indicate is that the standard of bank buildings in 
these particular places is certainly no higher than in the 
suburbs of our own towns. Let us begin with the best, 
that at Antigua. 

This is, as will be seen, a low, white-plastered buiiding, 
which with its arcade in front and the royal arms over 
the centre arch seems to suggest a semi-public building— 
not a bad suggestion, I imagine, for a bank to convey. 
The simple classical arcade, with plenty of wall face in 
the piers and in the space above between the arches and 
the roof, is well designed, quiet and dignified. It stands 
on four continuous steps, contained at either end by large 
pedestal blocks, as did the colonnades of the Roman 
temples. Like a temple, too, this bank seems to occupy 


a position in the public eye, standing in front of other 
buildings which must be of great value to it. Fortunately 
it uses its position modestly ; it relies on strong, simple 
lines for its dignity. The arcade on the main front is 
justified by the climate as a shelter from the sun, but it 


also gives the semi-public character referred to above. 
Its welcoming arches suggest the market, though the 
iron gates to each archway show that the market is a 
restricted one, both as to hours and character. These 
iron gates, which are a great feature in the design, might, 
I think, have been a little more interesting. The same 
remark applies to the roof, which is thin and papery. 
So solid a wall should surely carry something better. 

I do not know whether Italian pantiles are available in 
Antigua, but they are heavy and suited both to a hot 
climate and to the low pitch of the roof. The only other 
criticism I have to make of this little building is that the 
cornices to the windows on the flank are too pronounced 
for their position on this secondary front. They distract 
attention from the main arcade which is the important 
feature, and is much more delicately detailed than they 

are. On the whole, however, this is a bank building 
Messrs. Barclays may be proud to own. It is the prize 
of the lucky bag as far as the photographs they have sent 


show. 
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PORT ELIZABETH BRANCH 


The next best building is probably the branch they 
bought from the National Bank of South Africa at Benoni. 
There is a certain crude vigour about this building, 
standing at the corner of two roads and with a large 
pediment and range of columns facing either street. 
It is indicative of the youthful character of the building 
that one of these groups consists of five columns; that 
is to say, it has acentral one. Now a central column is 
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almost unknown in classical architecture, where there 
is always a central space. The Greeks, I suppose, felt 
a central column made the design pivot on that column. 
They would have felt that especially when there was a 
pediment above with its apex immediately over this 
column. These groups of columns with their cornices 
and pediments, which are the chief elements in this 
design, are carried out in cement, and are made to 
contrast in their smooth surfaces with the rough quarry- 
faced stone of which most of the rest of the building is 
constructed. This again is a non-classical treatment, 
but one with a certain robustness about it. Indeed, 
one can imagine this building looking dominant and 
strong in a half grown-up town, and gaining for the bank 
a certain respect. Its weakest features are its three 
doorways with curved hoods to them carried on brackets. 
These are very thin and hard, and contrast unpleasantly 
with the full rotundity of the big columns and with the 
quarry-faced stone ‘work. On the whole, and compared 
with their luck elsewhere, Messrs. Barclays did not do 
badly when they drew this building. 

The next is the Dutch wages in the traditional 
style of buildings at the Cape. It is the branch at 
Paarl. To us in England these curly gables and tops of 
walls and windows, treated as a confectioner might do 
the edges of his sugar-icing on a cake, may seem a little 
strange. We must allow something for national prejudice. 
Those who have seen the old Cape baroque buildings are 
generally enthusiastic about them. Probably, however, 
they are broader in treatment than this modern ex cample 
of the manner. The danger of working in any particular 
style for a modern architect is that he is apt to attempt 
to prove his knowledge of the style in question by em- 
bodying in his building every idiosyncrasy of it that he 
has ever seen. One feels a little of that is to be seen in 
this building. One curly gable would have been enough 
and one crimped wall. One can see that under great 
trees, these white buildings with their darker roofs must 
be very effective. The softening of the outlines by the 
reversed curves must help to bring them into closer 
harmony with the trees. This building, however, is a 
little too perky. It suggests to English eyes an exhibition 
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building rather than a permanent one, and that in spite 
of the rough stone plinth. This latter is indeed a serious 
mistake. It seems absurdly coarse against the smooth 
white plaster and the delicately-shaped windows.  Per- 
haps the architect felt he must give to a_ building, 
obviously domestic in its main idea, some suggestion of 
greater permanence and stability. If so, his intention 
was more worthy than his execution. 

As a contrast to these three very distinct types of 
building, each with character, if not the character we 
generally associate with banks in this country, let us 
take the Port Elizabeth branch, which I suggested 
above might be a sporting club. Indeed it might be 
anything. One only knows it contains a bank because 
the name is there. It is indeed a strange mixture olf 
motives and styles. For instance, the main cornice and 
frieze, which is not at the top of the building, but over the 
first floor windows, is served by Ionic columns of different 
lengths. These columns are commonplace Roman ones 
and unfluted. Those to the windows of the second floor, 
immediately above, are Greek Doric ones, delicate and 
fluted. Those to the ground floor are stumpy ones of 
Saxon proportions. The main door has a heavy, ornate, 
curved hood to it of about the weight of the main cornice, 
yet carried on two little female figures about two feet 
high. There is a rock-work basement, there is a good 
deal of seaweed carving, and there are Gothic dragons 
over the main columns. Yet all this jumble of incon- 
gruities has a certain gayness and irresponsibility. The 
main features, strange as they are, balance and compose, 
so that the building looks very much better than one 
would imagine from a study of its elements. But that 
it isa bank i is surely the strangest fate, unless, indeed, the 
word bank has here some of the implications it has, say, 
at Monte Carlo. 


Death of Mr. Lyman Gage 


WE regret to announce the death of the Hon. Lyman Gage, Secretary 
to the Treasury of the United States from 1897 to 1903. Mr. Gage 
was for many years President of the First National Bank of Chicago, 
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Full or Partial Life Assurance 
A Possible Turn of the Tide 


ance chairmen may have noticed, during the last 

year or two, comment on somewhat similar lines 
respecting the choice between whole life and endowment 
assurances. The comment has frequently appeared, and 
it has been so marked as to indicate a definite train of 
thought running through the minds of directors and the 
managements for whom they speak. The note, which 
is still being struck, is of much importance for both the 
assuring public and the offices, and the reasons for it 
deserve examination. 

During the last thirty years or so there has been an 
immense development in an opposite direction from the 
tendency which now seems to be suggested. It has 
represented a broadening of the appeal of life assurance, 
and it started with offices transacting, mainly, industrial 
business and spread gradually upwards to ordinary life 
offices. Originally, as its name implies, the function of 
life assurance was simple and well defined. This, as was 
clearly expressed in the formation of mutual societies, 
was to counteract financially the uncertainties of human 
life by ensuring that men who died prematurely should 
not leave their dependents without resources. This most 
laudable purpose remains the main driving force of life 
assurance today. If everyone had realized fully his 
responsibilities it should hardly have been necessary 
for actuaries to develop the various modifications of the 
original idea to the same extent as they have done. 

Stress is laid on the “necessity’’ which prompted 
them to devise systems of life assurance offering attrac- 
tions in different forms, because no society or enterprise 
of any sort can indefinitely stand still. ach one must 
either progress or recede ; it must live or die. Tosurvive, a 
life assurance institution demands a constant inflow of 
new blood, as the old blood, in the ordinary course of 
nature, drains away. It has been in order to maintain 
vigour that new blood has constantly been drawn into 
jhe living organizations. 


'. a who have read the addresses of life assur- 
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One of the methods of attracting a steady succession 
of fresh lives has been the development of the endow- 
ment assurance plan. This system was growing well 
more than a quarter of a century ago, and its expansion 
has rested on sure foundations. There will always be 
room for it. In its best shape it represents a happy 
combination of two services—the provision of sums in 
the event of premature death, or for the later years of 
life. In such an association there is thrift indeed. It is 
doing something to safeguard the future. It means that 
savings during the working years of life are being in- 
vested, free from any possible risk of loss or depreciation, 
for the years when physical powers and the capabilities 
for prolonged mental effort will normally be less. 

The happy mean in all things is sometimes difficult 
to find. When all the pros and cons have been carefully 
weighed there is some ground for thinking that the 
success of the endowment assurance plan has been almost 
too great. In looking back over the efforts of life 
assurance managers to attract proposers by the offer of 
something which seems to meet all vital needs, one is 
reminded of the scriptural prophecy that they shall sow 
the wind and they shall reap the whirlwind. The fact 
that the premiums for endowment assurances are usually 
higher than those for whole life assurances will not have 
been overlooked by managers. 

In the transaction of so large a volume of endowment 
assurance lay the possibility—in fact the probability—of 
far-reaching effects in years to come. The premiums for 
endowment assurances were, and are, higher than those 
for whole life policies because the life offices cannot 
expect to receive them, as a rule, for so long. In pre- 
paring the rates, actuaries need to take into account not 
only their tables of mortality, but the fact that at a period 
normally before the expectation of life is reached, capital 
sums will have to be paid. The endowment assurance 
premium may, in fact, be split into two parts—the cost 
of providing assurance during the currency of the policy, 
and the annual charge which, calculated at compound 
interest, will accumulate to the sum due at the end of a 
fixed number of years. The transaction of a very large 
volume of endowment assurance in recent years has 
meant that considerable funds have been at the disposal 
of the offices for investmer.t, and the institutions have, 
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as a whole, put to excellent use these contributions of 
the public. 

Since the war the high rate of income-tax has in- 
directly stimulated the popularity of endowment assur- 
ance, since the rebate of half the standard rate has helped 
to enable endowment assurances to hold their own with 
investments in which there is no life assurance element 
at all. Today it is quite practicable for men of thirty 
to effect endowment assurances for periods of twenty 
years and participating in profits which, on the basis of 
present distributions, would yield a net rate of com- 
pound interest on the premiums of about 44 per cent. 
A proposer aged thirty can effect an endowment assurance 
for £1,000 payable at the end of twenty-five years, giving 
an estimated yield of 43 per cent. net, which is equivalent, 
with income-tax at 4s. in the £1, to a gross yield of as 
much as {5 15s. 8d. per cent. These are attractive 
returns, especially when the provision of assurance for 
the full sum of £1,000 from the outset is remembered, 
together with the consideration that this sum will be 
increasing with each distribution of profits. 

There lie before me the estimated results to be 
yielded by an endowment assurance participating in the 
profits of a first-class British office effected by a man of 
forty for fifteen years. The net return, regarding the assur- 
ance only as an investment, is nearly 44 per cent. In 
another example the estimated interest yield for a life aged 
forty assuring fi ooo, and payable at the end of twenty 
years, is also 4) per cent. net, equivalent to £5 12s. 6d. 
gross. The results are certainly based on the assumption 
of distributions at the present rates. In many cases, at 
any rate, this is not unreasonable, thanks to causes 
which merit separate consideration. Increased rates of 
distribution by some offices are also by no means im- 
possible, and, if these are realized, the results would be 
still better. The estimates also assume the maintenance 
of the present rate of income-tax. Many will hope that 
at least in the course of the currency of fairly long-term 
endowment assurances now being taken out income-tax 
will be reduced. The estimated yields of endowment 
assurances would then be modified, but as against this 
the assured would gain directly in his tax for assessment, 
and the offices would have to pay less to the 
Government. 
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If it be desired to direct the wave of popularity 
towards whole life assurances—and there are good reasons 
for such efforts—it will only be practicable to do so by 
showing proposers that it is to their interest to choose 
these types. An office must be ready to provide them 
wag’ precisely what they want. It is useless, or should be 
for a butcher to offer a prospective buyer a joint of 
beef instead of a leg of mutton, if the latter is wanted. 
The desire for transaction to take place in a particular 
commodity, or life assurance policy, must, as a rule, 
come from the prospective buyer. It will be important, 
therefore, to consider how a proposer for life assurance 
would often reach the conclusion that the whole life 
policy is better for him than the endowment assurance. 
In the first place, whole life assurance means, as a 
rule, full assurance and the endowment assurance only 
part assurance. A very large number of the endowment 
policies which are now maturing are held by men of 
various stages of middle age. They will receive substan- 
tial capital sums, and in many cases a real question will 
arise as to what is to be done with these payments. The 
obvious course 1s to invest the sums in gilt-edged securities, 
where there is no possible risk of loss, because, in effecting 
assurance at all, the need of provision for dependents is 
a main influence. In the same way, it is to be hoped that 
the interest will be invested, so that the capital sum may 
increase. These may be regarded as counsels of perfec- 
tion. Large numbers of individuals will find themselves 
in possession for the first time of considerable sums, and the 
temptation to invest these so that a high rate of interest 
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may be earned, even if the inducement to speculate more 
freely with them is resisted, will be strong. Likewise, 
innumerable claims may seem to be made upon the in- 
terest, and the result, none can doubt, will often be that 
it will be spent with, possibly, no lasting benefit, whereas 
when the policy was in force the assured was saving and 
finding the premium regularly as an ordinary matter of 
routine. 

To the knowledge of the writer there are individuals 
whose policies have now matured who have wished to 
effect further assurances. They liked the feeling that a 
first-class insurance office was still behind them, and they 
found that, owing to advancing years, fresh life assurance 
had become very costly. 

To make the comparison between the two types of 
policies in a concrete form, we may assume that an 
individual sees his way to invest a certain sum in an 
annual premium. For the sake of simplicity we may 
suppose that a man of thirty can afford so to invest 
about £50 a year. For a premium of £48 gs. 2d. he 
could obtain an endowmeni assurance on the participat- 
ing scale in a first-class office for £1,000, payable at the 
end of twenty years or previous death. At the end of five 
years the sum assured, plus bonuses at the present rate 
of 36s. per cent. compound per annum, would have 
accumulated to £1,093; at the end of ten years to £1,195; 
at the end of fifteen years to £1,306 ; while when the policy 
normally matured it would amount to £1,428, which, 
incidentally, is equivalent to a net rate of compound 
interest of 44 per cent. 

On the other hand, before entering into this contract 
the proposer may stop to consider w hat, on the same basis 
of bonuses, a whole life policy may be expected to yield 
for the same expenditure in premiums. Instead of being 
assured for £1,000 at the outset he could be assured for 
{2,062, or more than twice as much. At the end of five 
years the sum assured, together with bonuses, would 
amount to £2,253; at the end of ten years to £2,464: at 
the end of fifteen years to £2,692 ; and at the end of twenty 
years to £2,944, which is nearly three times as much as 
the original sum for which he was assured. These figures 
indicate the amounts which would be payable on his 
death should it occur at the end of any of those periods. 
Should he live for thirty-five years, which would mean 
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that he was then only sixty-five, the amount payable 
would be as much as £3,847—equivalent to a rate of com- 
pound interest of 4? per cent. net. Should he survive 
for the allotted Biblical span, i.e. to seventy years of age, 
the total assurance, represented by the original amount, 
together with bonuses, would, of course, be still larger, 

and it would go on increasing ‘each year. 

The estimates given above are not of an extreme 
character. Some very favourable results could be given 
by taking whole life assurances with premiums limited 
to the same number of years as the terms of endowment 
assurances. From these it would appear that, for the 
same expenditure of premium, the sums payable under 
the whole life plan in the event of death at the end of 
those periods would be very much larger than those due 
under endowment assurances, although, as already in- 
dicated, the investment yields on premiums expended 
in endowment assurances are good, apart from the full 
assurance cover provided from the outset. 

Facts such as these may surely cause many proposers 
to pause and consider if, on a full review, they would not 
be putting their annual‘investment in premium to better 
use by choosing the whole life policy. Happily, many 
persons are able in later years to afford a larger expendi- 
ture in life assurance than they could originally contem- 
plate. Then, if they had effected an endowment assurance 
when quite young, the next choice should often unques- 
tionably be the whole life policy, and, in many instances, 
a whole life policy with premiums limited to a definite 
number of years would be the right choice. By such a 
contract effected with a first-class office they secure the 
finest value from life assurance and the effect of compound 
interest. They will have the satisfaction of knowing 
that, as each year passes, the provision for their depend- 
ents is steadily growing, and that there is no possible 
risk of the occurrence of any mishap to interfere with 
their intention to make provision for those entitled to 
look to them for foresight and support. Endowment 
assurances, it may be emphasized, perform most valuable 
services. The chief danger in their popularity is that 
they may be used as a soporific to deaden consciences 
which should be alert until the best possible use has been 
made of life assurance for securing the fullest financial 
protection. 
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The British Overseas Banks Association 


HE Secretary of State for 

I India was the guest of the 

British Overseas Banks 
Association at their annual dinner 
on March 23. 

Mr. H. D. C. Jones, President of the 
Association, and a joint manager in 
London of the Hong Kong and Shang- 
hai Banking Corporation, presided, 
and in proposing the health of Lord 
Birkenhead, said it was perhaps not 
fully realized how far our Government 
had gone in its concessions to this new 
China. Our special privileges earned 
as pioneers of her foreign trade, the 
outcome of years of fair and honest 
trading and mutual reliance, had gone 
with the stroke of a pen, and our 
merchants and traders must start 
afresh to assert their supremacy. He 
firmly believed that when the present 
period of internal strife was ended the 
expansion of our trade with China 
would be without parallel in its long 
and prosperous history. It was for 
China to meet this country in a frank 
and straightforward settlement of 
outstanding difficulties. Her national 
indebtedness was relatively small, 
roughly 150 millions sterling, including 
internal obligations and guaranteed 
railway loans, and her Customs and 
salt revenue alone, so ably and 
honestly collected for many years 
past under the control of British 
administrators, was sufficient to meet 
its service and leave a handsome 
surplus for general expenditure, while 
those sources of revenue were capable 
of considerable expansion with the 
Customs surtax now contemplated 
and an honest administration of rail- 
way loans. The financial problems 
confronting China were, therefore, 
far from insurmountable, provided 
she could arrange her domestic 
quarrels, which were laying her 
countryside in ruins and destroying 
her credit in the world’s markets. A 
rapprochement between the warring 
provinces with whom it was essential 
that our Government must deal was 
in the first place necessary, while any 
subsequent treaty revision should 
embody that security for the lives 


and property of British traders, and 
adequate safeguards to protect effec- 
tually those inalienable rights in the 
Treaty Ports which foreigners might 
reasonably look for, and which it was 
understood Japan, at any rate, would 
insist on. 

The toast of “ Our other guests ”’ 
was proposed by Mr. Pember Reeves, 
chairman of the National Bank of New 
Zealand, and responded to by Sir Wil- 
liam Clark, Comptroller-General of the 
Department of Overseas Trade. The 
health of the chairman was proposed by 
Mr. John Rae, chief general manager 
of the Westminster Bank. 

The company included the High 
Commissioners for Australia, New 
Zealand and South Africa, Sir Otto 
Niemeyer, the chairmen of Lloyds 
Bank, Barclays Bank, and the Bank 
of Liverpool and Martins, Sir Charles 
Addis, chairman of the London Com- 
mittee of the Hong Kong and Shang- 
hai Banking Corporation, Mr. R. R. 
Wilson, M.P., Sir Hugh S. Barnes, 
Sir George Sutherland, Sir John 
Cockburn, Sir E. Davson, Mr. L. 
Oliphant, Lieut.-General Sir George 
Macdonogh, Mr. C. Nicoll, Mr. F. E. 
King, Sir F. W. Young, Sir Victor 
Wellesley, Mr. E. Hyslop Bell, Mr. 
Bertram Lowndes (honorary secretary), 
Sir Bruce’ Bruce-Porter, Sir H. 
McMahon, the Hon. H. S. Littleton, 
Mr. H. L. M. Tritton, Brig.-General 
Sir S. H. Wilson, Mr. E. Clifton 
Brown, Sir William Currie, Mr. W. S. 
Draper, Sir M. De _ Bunsen, Sir 
Clarendon Hyde, Mr. S. B. Joel, 
Mr. J. J. Brown, Mr. C. Cambie, 
Mr. T. R. Whitley, Sir A. Lawley, 
Mr. H. S. H. Guinness, the Hon. 
Evelyn Fitzgerald, Mr. E. M. Janion, 
Mr. G. H. M. Cartwright, Sir W. H. 
Peat, Mr. A. Williamson, Mr. . 
Caulcutt, Mr. L. Currie, Sir Malcolm 
Robertson, Mr. S. Christopherson, 
Mr. J. A. Robertson, Mr. J. R. 
Collins, Sir E. Lionel Fletcher, Mr. 
H. J. Stinson, Mr. R. E. Hayes, Mr. 
R. H. Foa, Mr. R. J. Hose, Mr. C. A. 
Reeve, Mr. S. Rogers, Mr. L. Couper, 
Sir John Ferguson, Mr. F. W. F. 
Shipton and Mr. G. F. Crump. 
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Company ‘Meeting 


BANKER 


BRITISH, FOREIGN AND COLONIAL CORPORATION 


RECORD YEAR 


INDUSTRIAL CONDITIONS AND OUTLOOK 


MR, SZARVASY’S SURVEY 


HE fifteenth ordinary general 
meeting of the shareholders of 


British, Foreign and Colonial 
Corporation, Ltd., was held’ on 
Wednesday, 16th March, at B.F.C. 


House, Gresham Street, E.C. 

Mr. F. A. Szarvasy (chairman and 
managing director) presided. 

The secretary (Major J. A. Ross) 
having read the notice convening the 
meeting and the report of the auditors, 


The chairman said: Ladies and gentle- 
men, I propose with your permission to 
adopt the usual course and ask you to take 
the report and accounts as read. The 
accounts, as you notice, are drawn in the form 
in which you have been in the habit of receiv- 
ing them in past years, and I only propose to 
make observations on a few points which I 
know will be of special interest to you. 


STRONG FINANCIAL POSITION. 


On the assets side, you see the position is 
a strong one, cash in hand alone making up 
nearly 30 per cent. of the paid-up capital. 

‘“‘Loans against Securities’ represent ad- 
vances made by the company against colla- 
teral in marketable securities with the 
requisite margin. It is a class of business 
which we have cultivated during the past 
year to a greater extent than in previous 
years, and which we find yields satisfactory 
profits. 

“‘Sundry Debtors and Debit Balances.’’— 
I am afraid at the risk of tiring you I have to 
repeat the observations I made last year— 
namely, that debtors as well as creditors in a 
business like ours must not be looked upon as 
amounts owing in the ordinary sense for 
goods received or supplied. These items 
include all our foreign exchange balances as 
well as items outstanding both ways in 
connection with public issues we make. 


To illustrate my point; we purchase a 
block of securities from a company with a 





view to resale and pay for it partly out of our 
own resources and partly through loans. A 
little later we sell this issue to the public, 
and the public becomes our debtor, discharg- 
ing its obligation at some future date. You 
have theretore a debtor and a creditor which 
practically balance. 

Included in these items are also the 
balances owing to and from customers and 
firms on the Stock Exchange in respect of 
ordinary Stock Exchange transactions. No 
conclusions can therefore be drawn from the 
magnitude of these items except in the most 
general way. 


SECURITIES AND REAL ESTATE. 


“Securities at Market Value”’ call for no 
comment. 

“Securities at Cost or Directors’ Valua- 
tion.’’—This item includes our participation 
of 25 per cent. in Barclays Bank, Italy, and 
contains a reserve, as, in my opinion, if these 
securities were realized they would yield 
more than the figure shown in the balance 
sheet. 





“Gresham Real Estate.’”’—The annual 
valuation of the freehold property known as 
B.F.C. House has shown a slight increase, 
and our office property in Edinburgh has 
more than maintained its value. This 
building, as you see, has been maintained in 
good condition, and it may interest you to 
know that very soon we hope to pay off the 
last remnant of the loan which we contracted 
when the building was purchased. 

On the liabilities side ‘‘Capital’’ remains 
the same. 

“‘Sundry Creditors and Credit Balances’”’ I 
have already dealt with. 


‘‘Secured Loans.’’-—The same explanation, 
only in a converse way, applies to these, 
as I have given in respect of loans against 
securities. 


“Reserve Account.’’—This will now be 
augmented by £75,000, and will then, to- 
gether with the amount carried forward, 
represent 61°6 per cent. of our capital. 
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Regarding the two guarantees referred to 
in the auditors’ note, the one has since the 
date of the balance-sheet been completely 
wiped off. We have received our commission 
for the guarantee, and have been relieved of 
all liability. The other has now been reduced 
to very small proportions, and I anticipate no 
loss in respect of the same. 


Turning to the profit and loss account, I 
am glad that my prediction made last year, 
when I told you that we were hoping to 
surpass previous results, has come true, and 
that we are able to show a record profit in 
the company’s history for any twelve months’ 
period. 

CURRENT YEAR’S PROFITS. 

I feel sure it will interest you to know that 
the current year has started well, and that 
by the end of February realized profits have 
more than covered the anticipated expenses 
for the whole year, so that, humanly speak- 
ing, 1927 should prove to be another good 
year. 

The first item on the debit side of the profit 
and account includes the amount of 
£4,270 for staff bonuses, which our staff will 
draw in accordance with the provisions of a 
profit-sharing scheme, which has now been in 
operation for several years, and which I am 
glad to say has worked to the complete satis- 
faction and benefit of all concerned. In view 
of the increasing prosperity of the company 
your board entertain the view that the time 
may not be far distant when it may be pos- 
sible to extend the benefits enjoyed by our 
staff under this scheme a step farther by the 
inclusion of superannuation. 


loss 


The remaining items call for no comment, 
but, of course, any question shareholders may 
wish to put in relation to the accounts I shall 
be glad to answer. 


It is a satisfaction to us to be able to present 
a picture of your company’s affairs as satis- 
factory as the one you have before you, 
particularly in view of the fact that the year 
1926 has been anything but a bright one 
from whatever aspect one may look at it. 

Public issues made by us dur- 
ing the year have amounted to 


and we were responsible for pri- 
vate issues to the extent of 1,250 


£4,750,000 





making our aggregate contribu- 
tion to the creation of new 
securities a re 


All these issues were of an industrial 
character and as to go per cent. of British 
origin. 

We have participated in many other 
financial deals, in the placing of securities, 
and have to record a further very satisfac- 


£6,000,000 

















































MEETING 359 


tory increase in the number of clients and 
correspondents who—and particularly those 
resident abroad—use the services offered 
by our company to an increasing degree. 
Judging by the reports we receive, and thanks 
to our well-trained and energetic staff, to 
whom I wish to express our full appreciation 
and thanks, I am convinced we have given 
full satisfaction to clients. 


ACTIVITIES OF THE FOREIGN 
DEPARTMENT. 


A feature of the year’s work has been the 
gradual extension of the activities of our 
foreign department; we feel that with the 
gradual resettlement and return of normal 
conditions on the continent of Europe, there 
will be more scope for our activities in 
that direction without incurring unnecessary 
risks. 

The foreign issue business is a field well 
catered for by eminent and old-established 
houses whose sphere of action we naturally 
wish to respect, but whilst doing so we think 
we shall be able to peg out a modest claim for 
ourselves, being well equipped for this class 
of business. In taking a hand more actively 
in foreign securities, we are following the 
tendency of the prevalent investment demand 
which has shown a distinct leaning towards 
high-yielding foreign bonds as an appropriate 
means of increasing the average yield on 
capital. 

Our foreign exchange business is going 
through a period of steady consolidation, and 
with the gradual re-establishment of the gold 
standard in practically all European countries 
the risk attaching to this class of activity is 
steadily diminishing. 


NDUSTRIAL ISSUES. 


As I have already indicated, we have 
specialized in industrial issues, and, reviewing 
our activities since the close of the war, you 
will see that the amount of new issues we 
have been responsible for is nearing the 
respectable total of £50,co0,oco. I am glad 
there is a good deal to be proud of in reviewing 
the list. 


At the same time, everybody acquainted 
with industry must realize that this class of 
business is more difficult and entails more re- 
sponsibility than dealing with purely Govern- 
ment or municipal issues, whether at home or 
abroad. It involves a constant study of inter- 
national conditions of industry and finance, 
more particularly at the present juncture, 
when the world is passing through such an 
interesting stage of economic development. 
That is the reason why I think a few words 
on this subject may be of special interest to 
you, the more so as these very developments 
are apt to affect our everyday lives, and by 
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understanding them we can benefit finan- 
cially, that being our primary concern 
here. 


In dealing with a subject of this magnitude, 
modern business men are apt to search for,and 
endeavour to apply in practice, any economic 
theory which may lead them to the establish- 
ment of some rule in the incidence of pros- 
perity or adversity. In other words, if some 
reliable basis could be established by the aid 
of which the time and duration of the oft- 
mentioned ‘‘cycle in industrial affairs’’ could 
be determined, there would be an easy road 
to making a fortune. 

FINANCIAL CRISES AND BOOMS. 

The National Bureau of Economic Research 
has published in New York an exhaustive 
study on this subject, dealing with the for- 
tunes of seventeen countries, including Britain 
and America, over a period of 167 years, and 
the conclusion arrived at is that, though 
cycles of prosperity and adversity are re- 
current, they have no regular turn of pre- 
dictable sequence. Though in the main the 
conclusions of this very interesting study are, 
as you see, of a negative nature, a great 
amount of most valuable data has emerged 
from it. It is found, for instance, that 
financial crises and booms affect in varying 
degrees of intensity, though not necessarily 
coincidentally, all the principal countries 
concerned. Indeed, the sweep of their in- 
fluence appears to have extended more or less 
pari passu with the expansion of modern 
industry and financial organization. But it 
appears that not only the more violent 

movements, but also the lesser ones, such as 
quiet activity in trade, propagate themselves 
internationally. 


The obvious explanation for this is in the 
spread of international financial action and 
the close relationship which now exists 
between the big industrial centres of the 
world. 

It was thus found that British business 
cycles have proved of predominant influence 
internationally, whilst conditions in England, 
France, and Germany have moved most 
closely and in accord. 


We have, therefore, an interesting line of 
thought suggested to us for the study of the 
likely future of our own industrial affairs by 
seeking to detect those international forces 
which are exerting their influence in other 
great centres of commerce. 


AMALGAMATIONS INTO BIG UNITS. 


Theré are several outstanding tendencies 
making rapid progress in the industrial re- 
organization which is taking place all the 
world over from which a great deal is ex- 
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pected, and which are having their strong 
repercussions in our midst. One is the pre- 
valent striving towards amalgamations into 
big units; another the so-called new spirit 
in industry, exemplified by the endeavour to 
make labour a profit-sharing, if only junior, 
partner in industry, and not least in im- 
portance ranks the determined effort to 
improve methods of selling and distributing 
goods. 

All are the natural outcome of, and a 
corollary to, the democratized world in 
which we are living. 


Only mass production can cope with the 
requirements of mass demand, and the mass 
consumer (who is the worker) feels that he 
is entitled to share in the profits resulting 
from his ever-increasing consumption of 
goods, which he himself is instrumental in 
producing. With these predominating fea- 
tures in view, the one essential aim of amal- 
gamations must be to attain cheaper pro- 
duction, better distribution, the stabilization 
of prices, elimination of speculation and of 
too many middle men. 


It is quite immaterial whether all this be 
attained by standardization of the product, 
or other known methods; but if amalgama- 
tions fail in these objects, then they become 
merely promotions or financial gambles with 
the usual consequences to the unfortunate 
investors who are caught in the web. 


WHAT SIMPLIFICATION OF 
PRODUCTION MEANS, 


What standardization and simplification of 
production mean is emphatically illustrated 
by a bulletin recently issued by the American 
Chamber of Commerce, showing that types of 
glass bottles have been reduced from 210 to 
20, collars from 150 to 25, pencils from 750 to 
250, pocket knives from 1,500 to 300, tyres 
from 287 to 32, and pipe fittings from 17,000 
to 610. I have heard it ascribed to the in- 
dividualism inherent in a pioneer people like 
the British that causes standardization to 
make less headway in this country than in 
others, but I myself attribute it to the effects 
of free trade, this country having been the 
dumping ground for foreign goods for so long. 
Even if we are making slower progress than 
other newer countries, less hampered by 
tradition, it is fully realized by all that if as 
a result of standardization prices can be 
brought down more, relatively speaking, than 
wages and purchasing power, consumption 
obviously must increase and our factories 
should be fully employed. 


International agreements are also indica- 
tive of the trend of modern industry, and 
there is a growing tendency in this country 
to participate in these, and to take a leading 
share in such-like negotiations as well as in the 
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development of scientific processes and in the 
exchange of information on a world-wide 
basis. 


CO-PARTNERSHIP WITH LABOUR. 


Great progress undoubtedly is being made, 
mainly in America, in the system of co-part- 
nership with labour, and the various schemes 
which have found adoption not only give 
reward closely following the increased effort 
demanded from the worker, but as it is being 
slowly realized that labour troubles are 
mainly psychological in their origin, and that 
profit-sharing in this narrower sense will not 
in itself remedy the evil, schemes have been 
devised which to some extent have made the 
workers part owners of the various under- 
takings which they serve. Thus in the 
United States Steel Corporation in 1925 
53,974 employees held stock in the company 
of a market value of $106,000,000. There 
are other notable examples, such as the 
American Telegraph and Telephone Company, 
in which 57,000 employees hold $86,000,000 
of stock, and the Standard Oil Company with 
19,135 employees holding $36,288,000 of 
stock, and many more. Strikes entailing 
complete stoppage are unknown in any of 
these vast undertakings. 


NEWSPAPER ADVERTISING AND 
DISTRIBUTION OF GOODS. 


I have referred to the improvement in the 
sale and distribution of goods, and here 
modern newspaper advertising as the cheapest 
means of distribution is holding the field; it 
is proving in the long run to be the easiest 
and, in fact, the only method whereby the 
great mass of consumers can be reached with 
certainty and has thus taken an all-important 
place in our daily lives. 


If we wish to draw valuable conclusions 
for the future, it is essential to look into 
the past, thereby becoming familiar with 
prevaiiing influences affecting us. 


The cause of our troubles in the past may 
be summed up as a general lack of confidence, 
brought about by the vague feeling that 
something or other is wrong. People are 
puzzled as to whether the long depression in 
British industry is due to high production 
costs or inefficiency, or both, or whether it may 
be attributed wholly to the lower standard 
of living in other European countries. There 
is also the uncomfortable feeiing that taxa- 
tion, national and local, is eating up and 
dissipating our national wealth. It is 
frequently pointed out that many of our 
captains of industry have experience of only 
pre-war conditions, and lack the qualities 
essential in a keener contest for trade which 
is now our lot. Then the worker is blamed 


for all our misfortunes, forgetting, as I have 
said, that the basis of labour troubles is 
mainly psychological, and can only be 
remedied by educating him to adopt a 
different attitude of mind towards the pre- 
vailing problems, national and international, 
affecting his employer equally with himself. 


INDUSTRIAL PEACE: THE BASIS OF 
PROSPERITY. 


Economists have directed attention to the 
fact that such prosperity as does exist is not 
in the right industries; liquor, tobacco, 
hotels, luxury trades and silk stockings are 
flourishing, while coal, iron, steel, cotton and 
engineering languish. The very recognition 
of these facts, however, has to a large extent 
already brought about the application of 
effective remedies. There is an honest en- 
deavour apparent .on all sides to restore 
confidence internally and internationally, and 
except for a small minority—who derive their 
livelihood from creating trouble—there is a 
determined and well-directed effort towards 
industrial peace at home, which is the 
recognized basis of prosperity. 


In the face of common danger industrialists 
and workers have realized that the first 
essential is the intensive cultivation of one’s 
own resources; the turbulent spirit of labour 
shows distinct signs of having run its course, 
and the line of cleavage between the saner 
and disruptive elements of labour is now 
clearly marked. As regards the employers’ 
side, adversity has had y* effect of making 
people realize the necessity of improved 
management, which is finding its manifesta- 
tion in the endeavour, to which I have already 
referred, to make labour a co-partner in 
industry. 


‘“FUTURE FULL OF PROMISE.” 


These are hopeful signs and make me in- 
cline strongly to the view that we are nearing 
the end of one of those adverse trade cycles 
to which I have referred, and that the imme- 
diate future is full of promise. (Cheers.) 


The Chairman concluded by moving the 
adoption of the report and accounts. 


Lord Hindlip seconded the resolution, 
which was carried unanimously, and a divi- 
dend of 6d. per share, less tax, being at the 
rate of 10 per cent. per annum for the year 
ended December 31, 1926, was declared. 


The retiring director (Lord Hindlip) was 


re-elected, and Messrs. Deloitte, Plender, 
Griffiths & Co., having been reappointed 
auditors, a cordial vote of thanks to 


the chairman and directors concluded the 
proceedings. 
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IMPERIAL CHEMICAL INDUSTRIES. 


A SUCCESSFUL MERGER. 


BENEFITS OF THE SCHEME. 


HEAVY CAPITAL AND STAMP DUTIES. 





POSITION OF CHINESE INTERESTS. 


SIR ALFRED MOND ON THE FUTURE. 


HE statutory general meeting of 

i Imperial Chemical Industries, 

Ltd., was held on Friday, 18th 
March, at Winchester House, Old Broad 
Street, E.C. 

The Right Hon. Sir Alfred Mond, Bt., 
P.C., M.P. (chairman of the company), 
presided. 

The secretary (Mr. J. H. Wadsworth) 
having read the notice convening the 
meeting, 


The Chairman said: Ladies and gentle- 
men,—I am very glad to have this, the first 
opportunity which we have so far had of 
meeting our shareholders. Of course, as you 
are aware, the statutory meeting is a purely 
formal meeting, and our business is con- 
sequently very short. You have, no doubt, 
all read the report of the directors, which 
sets forth the necessary statutory infor- 
mation, and I have to move that this report 
be adopted. Before I do so, I should like 
to explain the absence of some of my col- 
leagues. Sir Harry McGowan, our president 
and deputy chairman, is abroad on important 
business. Lord Reading expresses his regret 
at his inability to be present, and so does 
Sir Josiah Stamp. 


It is not usual at statutory meetings for 
the chairman to make any remarks about 
the position of the company, but as this is 
the first time we have met, and as of necessity 
it will be a considerable time before we shall 
have an annual meeting, I thought it might 
be of some interest to you if I just made a 





few comments on the report before you and 

said a few words on the position of the vast 

enterprise in which you are all shareholders. 
PRELIMINARY EXPENSES. 

There are two points to which I should like 
to refer. One is the amount of capital duty 
and stamp duty paid to the Government, 
which, you will see from the report, amounts 
to a very large sum. I need not say that 
before embarking on the scheme adopted 
those responsible gave the most careful and 
exhaustive consideration to this question. 
Alternative methods of attaining our object 
were examined. Some of these would have 
saved a small proportion of the duty which 
we have paid, but our investigations showed 
us that by far the cleanest, clearest, and, 
therefore, the most efficient method was the 
one we have adopted. 

As the law stands at present, therefore, the 
position is that the most efficient method is 
subject to the highest amount of taxation. 
A large part of our capital had already borne 
duty once, but such is the state of the law 
that it has had to bear duty a second time 
merely because of our effort towards increased 
efficiency. This double duty is clearly a tax 
on efficiency. The present Government 
realized this when they were considering the 
position of the mining industry. They 
realized that one of the most fruitful sources 
of efficiency in that industry lay in amal- 
gamation, and to encourage this they swept 
away for that industry the liability to double 
taxation. 

Surely what is good for one industry is good 
for all. Those leaders of labour who have 
thought the matter out realize and have 
stated that these amalgamations, conducing 
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as they do to efficiency, are in the interests of 
labour. As it was with reluctance we came 
to the conclusion that in order to secure the 
greatest degree of efficiency we must face this 
heavy liability, it is only reasonable to 
suppose that leaders in other branches of 
industry are deterred from following our 
example in their search after increased 
efficiency. 

This cannot be right, and the Government 
must surely realize this as they have had 
demonstrated to them that there is a very 
important and growing body of opinion in 
favour of facilitating measures similar to those 
taken by us, and I should like to say in this 
connection that the very important Com- 
mittee which sat to inquire into the amend- 
ment of the Companies Act recommended the 
abolition of this double taxation. Of course, 

I do not know what we can anticipate, but 
one may express the hope that in the Bill 
which is shortly to be introduced in the House 
of Commons to implement the findings of that 
Committee this subject will find its due place. 
If that is so, it seems to me that it would 
only be fair that rg! company should have 
any benefit of such legislation extended to 
them, even in a retrospective form. (Hear, 
hear.) 


EXCHANGE OF SHARES NEARLY 
100 PER CENT. 


The only other point in the report to which 
I want to refer is the response to the invitation 
to exchange into the new company. When 
we started the merger the directors of the 
various companies which form the fusion 
could not, of course, of themselves form a 
definite or conclusive opinion as to how far 
their shareholders would accept the invitation 
to exchange the shares in their respective 
companies for shares in Imperial Chemical 
Industries. We had to take a certain amount 
of risk on this, but those of us chiefly respon- 
sible were quite certain that we should get 
a response of such a nature and of such a 
character as would at any rate pass the 

sontrolling interest in the old companies to 
the new company, and justify us in taking 
the risk of proposing this exchange to our 
shareholders. 


I can only say that our most sanguine 
expectations have been far surpassed. Today 
the exchange represents 96 per cent. of the 
total capital which is issuable in respect of 
the shares of the participating companies, and 
the balance of 4 per cent. will, I think, mostly 
come in in a relatively short time, as a good 
deal of it is held by people abroad who have 
not had time to exchange, and by executors 
who are engaged in dealing with estates, and 
are subject to technical delays of that kind. 
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What it really means is that in the space of a 
few weeks we have obtained what we may 
practically call a 100 per cent. merger, and I 
believe that such a result is unique in the 
history of mergers in this or any other 
country. (Cheers.) It shows—and we are 
very grateful for it—the great confidence 
which the shareholders in the old companies 
have had in the advice given to them by their 
boards and in the board of the new company. 
It immensely facilitates the task of your new 
organization in utilizing the constituent 
powers of the merger to the very best 
advantage of the whole. 


BENEFITS OF THE MERGER. 


Well, ladies and gentlemen, we have only 
been in existence relatively a few weeks, 
although sometimes I think it is years— 
(laughter)—-because so much has been done, 
so many questions arise, and so many ques- 
tions have been solved in those few weeks, 
that we might have been at it a great deal 
longer. I am very glad to be able to assure 
you, however, first, that the relationship 
between the members of the boards and 
staffs of the constituent companies is one of 
the fullest co-operation and harmony. 


Secondly, I should like to tell you that 
even in that short space of time the ideas 
which led us to form this merger are proving 
fully justified. We formed this merger with 
the idea of creating the most efficient machine 
for the handling of the chemical industry of 
this country which we could think of. We 
anticipated that, owing to the nature of the 
processes and various products of the various 
companies forming the merger, we should 
be able to effect economies and to render 
each other useful assistance from both the 
commercial and the technical points of view. 
Well, already the fruits of that idea are 
beginning to be gathered, and alterations and 
changes have taken place which will increase 
the joint profits of the combined concerns. 
Already the exchange of technical information 
and research is proving to the benefit of the 
whole organization; already the creation of 
closer commercial liaisons is showing advan- 
tages which, of course, will be developed as 
time goes on and as we proceed. 


SATISFACTORY PROGRES 


Therefore we have every reason up to now 
to be very satisfied with our progress. The 
fruit of some of the work which is being done 
today will not, of course, show immediately, 
but it will show as time goes on, and I am 
quite confident, as I was before the merger 
was formed, that the step we took was the 
wise one and the right one, and was to the 
advantage of the industry, to the advantage 
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of those engaged in the industry, and to the 
advantage of the shareholders, who form now 
a vast body to whom we are responsible. 
(Cheers.) 

I should like to say a special word on the 
subject of research. Of course, the com- 
panies which have come together are among 
those which have always had in the past able 
and well-equipped research establishments 
and able and highly-trained research experts. 
The co-ordination of the work of the various 
laboratories and consultations between the 
various experts who are at the head of those 
laboratories and the able technical chiefs of 
the various organizations are already leading 
to fruitful results, and in the future will lead 
to new developments of very considerable 
magnitude. I have always maintained that 
it is only in this way that the industries of 
Great Britain can maintain themselves 
against the industries of the Continent or the 
industries of the United States, and I am glad 
to tind that the views one has held in theory 
are rapidly proving themselves to come true 
in practice. 

CONDITION OF INDUS 
AND TRADE. 


I should just like to say one word to you 
about the condition of industry and trade 
generally. Of course, the year 1926, as you 
all know, with a general strike and the coal 
dispute, was an extraordinarily bad year for 
industry, and our industries were no excep- 
tion. That the balance-sheets of the con- 
stituent companies show no worse results than 
they do is due to the enormous inherent 
strength of their positions—strength much 
greater, of course, than any of the constituent 
companies has fully disclosed in the past. 
In fact, it is due largely to the conservative 
building of reserves that they are able to 
make as good a show as they have been able 
to make in the balance-sheets for the year 
1926. 

The year 1927 opens under brighter 
auspices. Revival of trade is taking place, 
and, although it would be a mistake to talk 
about a boom in trade, still, we can look 
forward—unless some new catastrophe arises 
—we can look forward in the year 1927 to, 
at any rate, a normal trade, and, I hope, 
something better than a normal trade. If 
that is the case, I am sure you ought to be 
satisfied with the results we may be able to 
show at the end of the year 1927. 


BRUNNER, MOND (CHINA), 
LIMITED. 


There is, of course, one market in which 
we are considerably interested, and which 
at. present is in a very disturbed condition, 
and that is the market of China. One of the 
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subsidiaries of Imperial Chemical Industries 
is Brunner, Mond (China), Limited, an 
organization we founded some years ago in 
order to push our products there, and which 
has been very successful. Last year, in spite 
of all the difficulties that existed, the trading 
was, on the whole, remarkably satisfactory. 
Of course, you get intensified troubles, and it 
is difficult to predict exactly what will happen 
in 1927. All I can say, having, as we have 
there, property and staffs covering almost 
the whole country, is that it is a curious fact 
that as soon as the wave of disorder and 
artificial agitation—and artificial it is 
against British goods and British people 
passes, the real Chinese readily come back 
and take up their commercial relations 
with their old friends and _ customers. 
(Hear, hear.) 


POSITION OF 


There is nothing more untrue than that the 
Chinese people as a people—particularly the 
commercial class—have any feeling against 
the British or against British merchants or 
British goods. In fact, they ‘go through 
extraordinary difficulties and sometimes incur 
considerable risks in trying to obtain them. 
But, of course, the position is difficult. We 
have continual communications on_ the 
position, and we have the greatest apprecia- 
tion of the loyalty and splendid work of our 
staff out there. (Cheers.) I want specially 
to mention this, because I do not think 
people in this country realize what English 
men and English women are going through 
in China at the present time, and how, tosome 
extent, they may feel that they have been 
rather let down by their fellow-countrymen 
here. Of course, we have an office and a 
godown in Hankow, which we had to 
evacuate. 


ENGLISH PEOPLE. 


Naturally, our staff are members of the 
Defence Force, and it was a sad day for them 
when they had, as Britishers, to surrender 
their rifles to the so-called Chinese Army. 
It is always a hard thing to ask an Englishman 
to do. Our Shanghai staff is occupying, I 
am afraid, more time in the trenches of the 
settlement than in attending to office work ; 
but the spirit is splendid, and I should like to 
send from you to them a message that we 
appreciate the splendid and loyal spirit they 
are showing, and that they can look, at any 
rate, for our support in their difficulties out 
there. 


RELATIONS WITH EMPLOYEES. 


Ladies and gentlemen, there is just one 
further point on which I want to say a word, 
because I think it is very important—that is, 
the relations of our company to those who are 
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in its employ. Attempts have been made— 
in rather irresponsible quarters I am glad to 
say, not in responsible quarters—to cause 
trouble or disaffection between those who are 
working for our companies and ourselves, and 
from the formation of the merger there have 
been rumours which are as baseless as they 
are unfair. I have seen statements that it 
was the intention of our company to reduce 
wages, that the conditions of labour would 
be worse, that the old regard for the workmen 
which the various firms have shown in our 
industry for over two generations certainly— 
for I should say, speaking for practically every 
one of the industries, there has been no serious 
industrial dispute in the chemical industry 
was going to be disturbed, and therefore 
troubles would arise. 


BASELESS STATEMENTS. 


I want to say authoritatively here, not only 
for myself but also for all my colleagues, that 
such statements are entirely baseless and 
untrue. I should not be in this chair, nor 
would I have occupied this position for one 
single moment, on terms of that kind. I 
have always looked upon it as a duty for the 
captains of industry to pay as much regard 
to the fair claims and needs of those who are 
co-operating with them in labour as any other 
body of people working with them. (Hear, 
hear.) In fact, far from our having any 
intentions of this kind, our views are of an 
entirely opposite nature. We shall devote, 
as soon as we can find time, a great deal of 
thought to the important problem—how 
can a great organization retain its contact 
not only with the heads, but with every man 
working in the ranks? What steps can we 
take to tie to ourselves still more closely than 
we have done by some form of co-operation 
all those engaged with us in a great enter- 
prise ? In what way can we ameliorate their 
conditions ? In what way can we make 
them share in our prosperity ? In what way 
can we make their lives more happy or more 
content ? 

Those are the ideas which animate the 
board of this corporation, at any rate, and 
those are the lines on which we intend to 
work. I think it is important to say so at the 
first possible moment, speaking officially for 
my colleagues and myself, and I am quite 
sure that we shall succeed in the future as 
we have succeeded in the past. 


We may have some difficulties of disloca- 
tion of labour by this plant or that. plant in 
one locality. or another being put out of 
operation,-but I can only say that steps have 
been already taken to see that if anything of 
that kind occurs, that pensions and com- 
pensation for those who are put out of work 


.at a future date in our own works. 
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will be paid on a liberal scale if we cannot 
find employment for them immediately or 
That is 
the spirit with which we are animated, and 
that is the spirit in which we intend to conduct 
this enterprise, and I am certain that in this 
we shall have the support of our shareholders. 
(Hear, hear.) 

HEARTY CO-OPERATION NEEDED. 

There is nothing more certain to my mind— 
after an experience extending over a quarter 
of a century as a leader of industry in this 
country—than that unless we can get a new 
psychology throughout the industries of this 
country, unless we can get hearty co-opera- 
tion between those engaged in the ranks and 
those engaged at the top, unless we can make 
them understand and believe, and prove to 
them that the prosperity of industry is not 
merely for the benefit of the shareholder, but 
for the benefit of the worker—unless we can 
do that we shall have difficult and troublous 
times. 

Today, when we are in the extraordinary 
position of having a foreign Power spending 
vast sums of money in this country in order 
to stir up discontent between the citizens of 
this country, it is more than ever necessary 
that those in re sponsible positions should take 
every step that is humanly possible in order to 
counteract this fiendish work and to save the 
country. (Cheers.) 

Well, ladies and gentlemen, that covers the 
ground which I wished to cover. Next time 
I address you I shall be able to present to you, 
I hope, a not unsatisfactory balance-sheet. 
(Cheers.) 

I now move the adoption of the report, and 
will ask Lord Ashfield to be kind enough to 
second the motion. 

The Rt. Hon. Lord Ashfield, P.C.—I have 
much pleasure in seconding the resolution. 

The resolution was put to the meeting and 
carried unanimously. 

THE SHAREHOLDERS’ THANKS. 

Mr. S. F. Prest.—Ladies and gentlemen 
before we separate I think we ought to pass 
a hearty vote of thanks to our chairman for 
the very interesting information which he has 
given us. (Cheers.) He has told us a good 
deal about the present position of the com- 
pany so far as it has gone, and he has told us 
the objects that the board have before them. 
I am sure that every shareholder here will 
agree that we trust the board will carry out 
those objects, which meet with our entire 
approval. (Cheers.) 

Mr. W. B. Morison.—I ‘should like to 
second that vote of thanks, and if the 
proposer will permit me to extend it, I would 
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suggest that we as shareholders send our 
thanks not only to the executive, but to the 
workers—the operatives—in the different 
parts of the country and in the different parts 
of the world, to whom our chairman has 
already referred in terms—statesmanlike 
terms—that I think are seldom heard at a 
company meeting, and also to the clerical 
staffs. No business man, I think, can have 
failed to recognize the efficiency of those 
staffs when he considers the celerity and 
dispatch with which all the multifarious 
detail connected with the change-over has 
been carried out. 

AN INTERESTING EXPERIMENT. 

I should also like to include the executives 
of the different constituent companies, as well 
as the board of this company. Imperial 
Chemical Industries have the great advantage 
that the various employees of the companies 
have had some little experience already in 
sinking their own individualities and in 
merging themselves into the interests of 
greater concerns, and that will, I think, make 
much more easy the task of taking this 
further step and bringing about that complete 
co-operation without which success cannot 
be attained. I take it that not only the 
shareholders of this company, but practically 
the whole of British industries, will watch 
with a good deal of interest what amounts to 
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the experiment resulting from a vision carried 
out with energy, initiative, and courage, 
which I think would have deterred lesser 
men, and will watch the development of 
bringing together on the board of one 
company a number—and I am not speaking 
in any terms of idle flattery—of the most 
brilliant intellects and the strongest per- 
sonalities in the country; but I do believe 
that that board has sufficient organizing 
power and sufficient of that valuable com- 
modity, common sense, to fit each one of 
those personalities and intellects into its 
proper place, and to work together loyally 
for the benefit of the workers and the share- 
holders of the company. I have very much 
pleasure in seconding the resolution. (Cheers.) 
The vote was unanimously accorded. 


CHAIRMAN’S ACKNOWLEDGMENT. 


The Chairman.—I have to thank the mover 
and seconder for the kind words they have 
spoken, and I accept them on behalf of myself 
and my colleagues, and all the other interests 
which Mr. Morison has just mentioned. I 
will see that they are conveyed to the right 
quarters. I am very glad indeed that, at a 
shareholders’ meeting, we should think of all 
those engaged in our great enterprise. 
(Cheers.) 

The proceedings then terminated. 
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